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NY successful institution is built on 
confidence or its twin brother, good- 
will. An insurance company sells protec- 
tion, an intangible element, yet must ask 
a yearly premium payment from its pol- 


icyholders. Difficult indeed to find any 


1929 
Premiums 3,252,139.68 
Policyholders 57,622 
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CONFIDENCE 


Confidence at Stevens Point 


business where confidence bulks so big. 

Confidence has a vital effect on every 
activity of any insurance company. Its 
most obvious manifestations probably are 
in increases in business and in the acquisi- 
tion of new policyholders. 
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THIS MONTH 


THis is a chatty number, with empha- 
sis laid on discussions of the briefer 
type, and more than the usual number 
of subjects covered. ® Dr. Manes, vet- 
eran business scholar of the Old World 
gives his ideas on limitation of Risks, as 
seen from a European angle, and his 
conclusions in the main square with 
sound American practice. ® Those at, 
or approaching, middle age will be glad 
to read a few hurrahs for the man of 
forty or over. ® There is also an article 
on Back Injuries and a study of the legal 
aspects of Multiple Claims. ® You can- 
not fail to be interested, and somewhat 
amused when you come to Incredible 
Accidents which is entertaining to the 
last word. ® Then, of course, there is 


the usual quota of live news items. 


NEXT MONTH 


So much material is to be available for 
our May issue that it scarcely can be 
selected at the moment this is written. 
® Various meetings of national impor- 
tance are being held, and manuscripts 
are due from a number of distinguished 
contributors. ® And that article on 


Mutual Insurance and Public Property 


is still on the fire. 
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U. A. GENTRY 


Commissioner of Insurance 
State of Arkansas 


Commissioner GENTRY was appointed in March 1933. He came to this 
position after distinguished service to his State in both houses of the Legisla- 
ture. His experience as one of the leading attorneys of Arkansas also provided 
a fine background for sound judgment of matters such as are presented by 


insurance problems and he is well liked by all connected with the business. 
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HE calm acceptance of insurance policies by the 

public, without reading and without question, should 

be a source of genuine pride to all insurance men. 
The policyholder trusts the agent and the company to 
see that he secures the protection he needs, and he is 
seldom disappointed. There are always a few, how- 
ever, who will take advantage of such a situation and, 
by their betrayal of public confidence, 
discredit the entire institution of insur- 
ance. Because of the operation of e 
some insuring organizations who have 
sold substandard protection while lead- 
ing the public to believe that there was 
no difference between their contract 
and other policies, there have been 
rumblings of popular discontent with 
the automobile liability policy. In sev- 
eral states this feeling has had expres- 
sion in demands by the authorities that 
all companies use a form of automobile liability policy 
promulgated by the state. In one state such a policy is 
already in effect, and in another a policy has been stand- 
ardized to the last comma and the last endorsement and 
must be used after July Ist of this year. Policy provis- 
ions have been written into the statutes of half a dozen 
states and the legislatures of many more are showing an 
interest in doing the same thing. The most recent mani- 
festation of the public belief that all is not well in the 
automobile policy field is ¢o be found in the study of the 
situation being made by the Automobile Insurance Law 
Committee of the Insurance Section of the American 
Bar Association. Its report, which will be made this 
summer, will give the insurance men an opportunity to 
see themselves and their works as others see them. 


To the legal mind and to the lay public the obvious 
advantages of standardization are many, while the dis- 
advantages are not so apparent, except to insurance men. 
The use of a standard policy would, of course, make it 
unnecessary for the buyer of insurance to analyze the 
contract offered him, since he would know that it was up 
to the predetermined level. A standard wording for 
policy contracts would have legal advantages, since de- 
cisions rendered construing the language of the contract 
could, of course, be used in other cases in which the 
same point was involved. Last of all, it is expected that 
the contract which would be adopted as standard would 


COMMENTING ON 
© THE MOVEMENT FOR A 
STANDARD AUTO POLICY 


AS VIEWED BY THE PUBLIC, THE 
LAWYER, AND THE COMPANIES 
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give better protection to both the injured party and the 
policyholder than the contracts now in use. 

The great danger in any movement of this kind 1s that 
those without technical knowledge of a complex subject 
may, in attempting to remedy comparatively minor evils, 
do great damage to the established and best methods of 


handling the automobile liability business. It must al- 
ways be remembered that the interest of the policyholders 
cannot be served by placing the companies under too 
great handicaps and increasing, unnecessarily, the ex- 
pense of doing business. A standard automobile liability 
policy, to be of value to the public, must be standardized 
nationally, and must be adopted through the cooperation 
of the insurance companies and the insurance depart- 
ments, rather than through legislation ; because any other 
course of action will almost inevitably lead to added 
expense, confusion in the courts and the offices of the 
companies, the discouragement of further development 
of contracts in the insured’s interest, and higher rates. 

The responsible insurance companies in both the stock 
and mutual ranks, who do the great bulk of the auto- 
mobile insurance business, realized some time ago the 
advantages to the public of a standardized form of con- 
tract and have been taking decisive steps in that direction. 
Mutual companies have had a committee working on the 
problem for some months. At the present time the 
committees of the mutuals and the stocks have agreed 
upon a joint program, and an attempt is underway to 
develop a single standard policy which may be used 
by both types of carri- 
ers. The companies, 
through their organi- 
zations, have likewise 
been cooperating with 
the Automobile Insur- 
ance Law Committee 
of the American Bar 
Association and have 
asked that body to 
collaborate with them. 
If a standard policy 
can be developed which will generally meet the require- 
ments (and there seems a good chance of this happy 
outcome) it will be available for use throughout the 
country. 


In an effort to avoid a rigidly standardized form of 
contract which would block all further improvements, 
it has been decided that any individual company should 
be allowed to make such changes in the standard policies 
as are necessary to meet the demands of its underwriting 
procedure or the desires of its policyholders. In any 
state in which the standard form has been approved by 
the Insurance Commissioner, such modification would, 
of course, be subject to his approval, but the door would 
still be left open to future progress by progressive and 
alert companies. Within a short time after its issuance 
it is expected that practically all of the companies doing 
any substantial amount of business will voluntarily adopt 
the new contract. 


ISADVANTAGES to the public which would 
D result from the use of separate standard policies 

in the individual states, whether through edict of 
the insurance department, or by legislation, are very 
real and very serious. The expense of printing separate 
policies for the individual states, the difficulties which 
would arise in the office of a company, doing a national 
business, which had the task of adjusting losses and in 
settling claims under a number of different contracts 
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rather than a single form, and the 
added burden in making rates which 
would reflect accurately the differ- 
ences in liability under each of the 
contracts, would add to the cost of 
handling the business without any 
corresponding benefit to the policy- 
holder. Since rates reflect the losses 
and expenses of the insurance carri- 
ers, the increased expense would be 
passed on to the general public. From 
a legal standpoint, the use of separate 
contracts in the individual states 
would be undesirable, since a decision 
construing the wording used in one 
state would have no application in 
another state where a different word- 
ing of the contract was in force. 

Even more disadvantageous is any 
attempt to write the automobile lia- 
bility contracts, in part or in whole, 
into the statutes of a state. Such a 
plan has two almost inevitable results. 
First of all, the statutes adopted are 
never uniform and as a result it is 
necessary to have separate policies 
for each state which has such statu 
tory provision. Secondly, the use of 
a statutory policy makes any modifi- 
cation of the terms of the contract 
almost impossible even when experi- 
ence has clearly shown the need for 
change. During the past five years 
we have witnessed a steady develop- 
ment of the automobile insurance 
contract which will undoubtedly con- 
tinue, unless it is checked hy legisla- 
tion making a new statute obligatory 
whenever any change is found desir- 
able or demanded by conditions. The 
voluntary action of the companies in 
anticipating the needs of the insuring 
public is a real advance in the right 
direction and will make legislation 
unnecessary. 





Battle on Separation 

FEELING THAT AN ATTEMPT WILL 
BE MADE BY THE WESTERN UNDER- 
writers Association to adopt a sepa- 
ration program for excepted cities at 
its annual meeting, the agents of 
Chicago and other excepted cities are 
preparing for battle. 

Mr. L. E. Yager, President of the 
Chicago Board, appointed a commit- 
tee to confer with a special commit- 
tee on separation of the Western Un- 
derwriters Association in an attempt 
to dissuade the Western Underwrit- 
ers leaders from adopting separation 
so far as Chicago is concerned. 

In an address delivered before a 
luncheon in Chicago for agents of 
the Home, Mr. Yager spoke against 
separation in that city, saying that it 
would result in chaos. Many Chicago 
Board agents represent non-affiliated 
companies. If these were dropped 
an uncontrollable struggle for busi- 
ness might ensue. 
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Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Insurance Meeting At 
Chamber of Commerce of U.S. 


AMONG THE MANY GROUP MEET- 
INGS TO BE HELD IN CONNECTION 
with the Twenty-seeond Annual 
Meeting of the Chamber of Com- 
merce of the United States, which 
will be in session in Washington dur- 
ing the first week of May, one of the 
most interesting will be devoted to 
progress and problems in insurance. 
This session, on Thursday, May 3, 
will be presided over by Justin I’eters, 
President of the Pennsylvania [.um- 
bermens Mutual Fire Insurance Com- 
pany of Philadelphia, and one of the 
directors in the insurance division of 
the Chamber. In the preliminary an- 
nouncement the program of the meet- 
ing makes the following statement: 

“Fire insurance and casualty insur- 
ance enter into the day-to-day calcula- 
tions of business of all kinds, and like- 
wise play important parts at critical 
moments in the lives of families and 
individuals. Life insurance has gained 
recognition as providing some meas- 
ure of financial asset protection to off- 
set irreplaceable human losses in busi- 
ness—but life insurance looms largest 





in the planning and the economic life 
of families and individuals. 

“Insurance companies are keenly in- 
terested in any public policies that 
materially affect the agriculture, the 
urban real estate, the transportation 
and public utilities, the industries, 
upon which insurance investments de- 
pend; also in tax programs, in em- 
ployment, in stability of business con- 
ditions. 

“Insurance characteristically looks 
into the future. What are the chief 
items of importance now from the 
standpoints of policyholders and in- 
surance executives? What factors 
and considerations will contribute most 
to assure effective performance of in- 
surance functions in the future?” 


Interest will be added to the pro- 
gram by the fact that the three princi- 
pal addresses will be delivered by rep- 
resentatives of the same vigorous race. 
Life insurance will be discussed by 
M. J. Cleary, President, Northwest- 
ern Mutual Life Insurance Company, 
Milwaukee, Wis.; fire insurance by 
J. J. Fitzgerald, Secretary-Treasurer, 
Grain Dealers National Mutual Fire 
Insurance Company, Indianapolis, 
Ind.; casualty insurance, Robert J. 
Sullivan, Vice President, Travelers 
Insurance Company, Hartford, Conn. 
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- It will be noted that, including the 
chairman, three of the four speakers 
are mutual insurance men. 


New Companies Restricted 

THE CONNECTICUT INSURANCE DE- 
PARTMENT UNDER THE GUIDANCE OF 
Col. Howard Dunham has made a 
strict stand against the admission of 
new companies of whose solvency and 
practices there is any doubt. This is 
shown by the fact that during 1933 
only two new companies were ad- 
mitted to Connecticut, although 21 
applied for entrance. At the close of 
last year there were 280 fire com- 
panies, 86 casualty companies, 46 
fraternals, 45 life companies, and 10 
title and mortgage companies doing 
business in the state. 


Trend of Unemployment 


Insurance Plans 

That unemployment insurance may 
be more imminent that popularly sup- 
posed is shown in the following open- 
ing paragraphs of a scholarly address 
recently delivered by Dr. C. A. Kulp, 
of the Wharton School of Commerce, 
\niversity of Pennsylvania, before 
the American Statistical Association : 

“Controversies over great social 
questions appear to develop and ex- 
haust themselves in successive waves. 
The first wave is the fiercest: its fury 
is so wild and its area so wide that 
calm consideration and reason are of 
no avail against it. This is the wave 
of polemic, of emotionalism, of bitter 
personalities. There is no reasoning 
with the violent partisans on either 
side: unemployment insurance is a 
new Utopia, unemployment insurance 
is the end of a civilization. The wave 
which follows is the wave of reason- 
ing and investigation, of examining 
into the best ways of meeting a situa- 
tion now admitted to be bad. The flag- 
wavers and the viewers—with alarm 
have not entirely lost interest, but 
their promises and predictions have 
lost much of their force. This wave 
comes perhaps a generation after the 
first. It is sure to come. The first 
sign of the second wave in the pres- 
ent instance appeared in the depression 
of 1920-21. The current depression, 
particularly its third and fourth years, 
has pushed it ahead mightily. As every 
observer knows, there is no unanimity 
in this country on the best kind of un- 
employment compensation for us, but 
even the irreconcilables of a decade 
back are suggesting plans for unem- 
ployment compensation if for no other 
purpose than to serve as a backfire to 
schemes they consider even less de- 
sirable. 

“Events have moved so fast recently 
in this country that they have brought 
into sight our first view of the last of 
the three waves. Some kind of unem- 
ployment compensation is now gen- 
erally taken for granted and we can 
set about deciding the principles and 
the principal details common to all 
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compensation plans. This is pioneer 
work of the first order. The difficul- 
ties are tremendous. Naturally even 
if one agrees on either the establish- 
ment reserve or the pooled fund, there 
will still be endless variations in the 
proposals from different persons, in- 
dustries and localities. The import- 
ant thing is that, entirely independent 
of whether one plans a reserve or a 
pooled fund, a great realm of investi- 
gation and decision remains common 
to all unemployment compensation 
plans. The important thing is that for 
the first time we are assuming an un- 
employment compensation scheme, and 
not debating it.” 


Stock Agents Meet 


THE NATIONAL ASSOCIATION OF IN- 
SURANCE AGENTS HELD ITS MID-YEAR 
meeting at Louisville late in March. 
Among the more important matters 
up for discussion were the Agents’ 
Code, the membership campaign of 
the Association, and a report of the 
Committee on Compensation. 

The Code of Fair Practices, which 
has been filed by the Association with 
the N. R. A., was discussed by both 
Allen I. Wolff, the president of the 
Association, and Walter Bennett, the 
secretary. Mr. Wolff reviewed the 
steps leading up to the filing of the 
Code and said that even though it is 
not adopted, he feels that the efforts 
of the agents have been worth while, 
since they have forced from the com- 
panies an admission that unfair prac- 
tices exist and have brought into the 
open the fact that investment bankers 
use coercion to secure insurance pre- 
miums. Mr. Bennett discussed the 
legal aspects of the Code, maintain- 
ing that insurance cannot claim any 
exemption from the terms of the 
N. R. A. because of the Paul v. Vir- 
ginia case. The meeting finally agreed 
to endorse the steps taken by the of- 
ficers on the Executive Committee in 
filing the code and conferring with 
the companies. The Executive Com- 
mittee was given authority to pro- 
ceed further along the same general 
lines. 

ee @ ® 


A New Deal In Insurance 


WE COMMEND TO OUR READERS 
THE EDITORIAL QUOTED BELOW, 
which was culled from the house 
organ of the Philadelphia branch of 
the L. M. C. It was written by 
James T. Haviland, Eastern man- 
ager. 

“Tn this process of business evolu- 
tion which we have experienced and 
in which we are still immersed, those 
institutions and those business organi- 
zations which have persevered with 
success and are emerging to greater 
achievements have been operated 
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upon a firm basis of merit. The days 
of “easy money,” the era when in- 
fluence or connections played the lead- 
ing part in determining insurance de- 
cisions are passing. 

“There have been too many dis- 
closures in high places, too many evi- 
dences of personal gain at the expense 
of sound management for favoritism 
to continue to hold its place against 
the dictates of good judgment. 

“Every day on every hand we see 
more definite evidence that the public 
is determined to buy its insurance on 
the basis of merit and cost. 

“The return of better days and the 
improvement in economic conditions 
will not change the public mind on 
this problem. The very fundamentals 
of the New Deal philosophy in busi- 
ness call for a strict accounting by 
executives and managers on the basis 
of economy and not favoritism. 

“The ‘spoils system’ for all business 
practices including the disposition of 
insurance is doomed. [ach year we 
will see this trend in a more definite 
form, No insurance institution that 
continues to operate on a basis of 
spending nearly fifty cents of every 
dollar for expenses can meet the ur- 
gent demands of economy. 

*\lutual insurance is the old, tried, 
tested plan of coverage. Stock insur- 
ance arose to meet the need of ex- 
pansionists. It flourished in an era 
of national growth when no one 
stopped to count the cost. It reached 
its height when a large proportion of 
its managers turned aside from the 
ordinary pursuits of underwriting to 
follow the gyrations of the stock ex- 
changes and to contribute to the boom 
and to suffer from the resulting col- 
lapse. 

‘Mutual insurance was not led 
astray by the will-of-the-wisp of an 
inflated prosperity and has generally 
experienced very few of the painful 
processes of deflation. 

‘As an instftution it stands with an 
unimpaired record and_ financial 
structure economically able to assume 
the obligations and meet the oppor- 
tunities for underwriting the casualty 
and fire insurance needs of American 
business.” 


Calendar Reform 


You may or may not be an enthu- 
siast for calendar reform, but here is 
a most lucid explanation of the pro- 
posed plan. It bears the signature of 
Edward S. Schwegler, D.D., Priest 
of the Diocese of Buffalo, N. Y., and 
appeared in the February issue of 
THE SIGN. 

(Continued on next page) 








Everybody knows the faults of our 
present calendar: its unequal months, 
quarters and halves; its constantly 
changing days of the week for given 
dates ; its wandering Easter. The re- 
formers propose, in the first place, a 
stable calendar that will be the same 
in day and date year after year. To 
bring this about, they take one day 
from the 365 days that go to make up 
the ordinary year and simply set it 
aside, calling it neither Sunday, nor 
Tuesday, nor Friday, nor any other 
day of the week. This day, known as 
the “extra-calendrical” or “‘stabil- 
izing” day, is made an international 
holiday at the end of the year. Asa 
result of such an arrangement, you 
count only 364 days in a year. There 
are still 365, of course, but you just 
forget about one when you count, and 
consider that one as being simply 
outside the calendar. Since 364 is 
divided evenly by 7, you get the same 
succession of dates and days year in 
and year out: January 1 is always 
Sunday, December 31 always Saturday, 
etc. In leap years, when there are 366 
days, you repeat this operation: the 
other extra day, our present February 
29, is turned into another “stabilizing” 
day placed at the end of June. The 
result, again, is 364 days and perma- 
nence. 

Quite a clever little trick, isn't it? 
And practically all modern calendar 
reformers are agreed on this “stabiliza- 
ing” day principle, while the League of 
Nations has advocated it in its recom- 
mendations on the subject. It is be- 
yond doubt the simplest and easiest 
way of stabilizing the calendar. How- 
ever, as to the picture that the calen- 
dar is to present when stabilized, there 
is not quite so much agreement. In 
tact, there is decided disagreement. 
One camp wants 13 months of 28 days 
each. Another wants 12 months di- 
vided into four equal quarters of 91 
days each, the months of every quar- 
ter to come in the permanent succes- 
sion of 31-30-30 days. The former 
plan is known in this country as the 
international Fixed Calendar, the lat- 
ter as the World Calendar. 

Concerning the respective merits of 
these two schemes we are not here 
concerned: that angle of our subject 
has been presented innumerable times, 
and the results are avaliable in any 
public library. At the moment we are 
just getting a general conspectus of 
the whole matter before finding out in 
particular what priests had to do with 
it. 

In this general conspectus we must 
not omit the other cardinal proposal 
ot modern calendar reform, viz., a 
tixed Easter. That pivotal feast, as 
we know, now wanders in date through 
a period of 35 days: March 22 to 
April 25. Calendar reformers would 
fix it to one definite Sunday in the 
year and so have it wander in date 
only within the limits of a week: or 
they would like better still to stabilize 
the calendar first, and then make Fas- 
ter permanent both in day and in date, 
so that you could say, for example, 
“Easter Sunday is April 8,” and then 
have done with the thing for all time 
to come. Perhaps it’s too simple and 
too Utopian, ever to come true. It 
should be well noted, though, that 
stabilizing the calendar and stabilizing 
Easter are two separate things. With- 
in the limits demanded hy the Sunday 
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tradition, Easter could be stabilized 
without fixing the calendar, and vice 
versa. 


So there you are in a few hundred 
words—the whole program of calen- 
dar reform that you hear so much 
about. 

ee ee ®@ 


lowa Forbids Discrimination 


THE IOWA INSURANCE DEPARTMENT 
HAS NOTIFIED ALL INSURANCE COM- 
panies and associations doing busi- 
ness in that state that the anti-dis- 
criminatory and anti-rebate section of 
the lowa Code is effective as to all 
kinds of insurance written in the 
state, according to an opinion from 
the office of the Attorney General, 
under date of January 5, 1934. This 
is an interesting interpretation of the 
insurance law as the section referred 
to relates to “life or casualty, acci- 
dent or health insurance.” The Lowa 
Insurance Department points out that 
for violation of this section in the 
future, by the company or agent, 
upon proper presentation of evidence, 
it will invoke the penalties prescribed 
by the lowa statutes. These include 
revocation of the licenses of com- 
pany and agent and, in addition, a 
fine of $500 for each offense. 

The ruling may result in some com- 
plications. It may be necessary for 
fire companies to follow the advisory 
rates recommended by the Iowa In- 
surance Service Bureau, or make a 
uniform deviation from such rates 
throughout the state. Iowa has one of 
the most drastic anti-compact laws in 
the country and the uniform follow- 
ing of the advisory rates might give 
rise to charges that the companies had 
agreed on rates in violation of the 
anti-compact law. Yet, if companies 
charged the advisory rates on some 
risks and not on others they will ex- 
pose themselves to charges of violat- 
ing the Insurance Department’s rul- 
ing. 

ee @ @ 


Home Owners’ Loan Corpo- 
ration Closing 2000 Cases 
A Day 


TUE HOME OWNERS’ LOAN CORPORA- 
TION 1S NOW CLOSING MORE THAN 
2,000 loans each day for the relief 
of families who are in financial dis- 
tress, according to an announcement 
early in April. 

During the week ending March 30, 
the Corporation completed loans on 
12,205 urban homes to a total of 
$35,515,062, a record amount, the re- 
port showed. The aggregate of in- 





dividual refinancing transactions by 
the Corporation is now 150,370, 
amounting to $427,811,794. Of this 
amount, a total of $424,584,663, or 
99.9%, has been concluded by ex- 
change of bonds of the Corporation 
for existing mortgages on the homes. 

The report also revealed that on 
785,514 properties the Corporation to 
date has obtained signed agreements 
from all mortgagees to accept bonds 
in specified amounts in lieu of their 
mortgages, and that detailed ap- 
praisal of homes of 581,710 appli- 
cants has been completed. 

Of the total of loans to date, more 
than one-eighth was accomplished by 
the “wholesale department” of the 
Corporation, which up to March 30 
had closed 20,384 loans, amounting 
to $56,266,445. This department was 
established last fall to facilitate ex- 
changes of bonds for eligible mort- 
gages held by closed banks and closed 
building and loan associations and 
mortgage companies. The wholesale 
division is in contact with some 3,900 
institutions in this category located 
in almost every state. At the begin- 
ning of operations these institutions 
held eligible home mortgages esti- 
mated at 234,809 and amounting to 
$564,061 ,760. 

This wholesale refunding already 
has permitted a number of closed 
banks to reopen, to the immediate 
relief of many thousands of deposi- 
tors. In several states the wholesale 
department has already completed its 
work. This department is conducted 
in close cooperation with the Comp- 
troller of the Currency, or the various 
state authorities in charge of bank- 
ing and home financing institutions. 

During the week ending March 30, 
the wholesale department closed 2,543 
loans to a total of $6,931,511, its 
highest weekly figure to date. These 
loans were distributed over 37 states. 
Approximately 33,000 applications of 
this department are in the hands of 
attorneys for search of title prepara- 
tory to closing of the loans. Appli- 
cations rejected or withdrawn in the 
wholesale division number 2,863. 


Abington President Dies 


ISAAC C, HOWLAND, PRESIDENT OF 
THE ABINGTON MUTUAL FIRE AND 
head of the local agency of Howland, 
Nash, & Cole, Abington, Massa- 


chusetts, died at his home at the age 
of ninety-two, 
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FIRE 
NEWS 


Self Inspection 


WITHI OUR 


WE FULLY AGREE 
PAPER,’ THE GRAIN DEALERS NA- 
tional publication that—‘‘One of the 
most forceful pieces of fire preven- 
tion literature we have ever seen is a 
letter written us by the manager of 
the Farmers Grain and Stock Com- 
pany of Bemis, South Dakota. We 
quote it in full; it needs no embellish- 
ment.” 





We have received your draits today 
covering loss of our elevator by fire 
recently. We regret very much that 
you had to send us these drafts and 
that we have lost our plant, but we are 
certainly more than pleased with the 
manner in which this loss has been ad- 
justed and settled. 

Writing insurance has been a part 
of my work for the past twenty years 
and of course in that time I have met 
up with a few losses that were of 
serious consequence to the parties in- 
sured. But nothing has ever come 
home to me like this particular fire 
loss. 

Apparently it is going to mean a 
discontinuance of the company, for 
many of the shareholders, having lost 
their land—and thereby at least a part 
of their direct interest in the com- 
pany’s welfare—insist on liquidation. 
Personally, this means at least one less 
job in this town and that for myself. 
For the railroad it removes grain 
competition in a considerable territory 
and, I think, from talking with some 
of the officials thereof, that shortly it 
will mean discontinuance of our agent 
and depot. 

Trailing further from that, it looks 
like it would leave the town less invit- 
ing for any new enterprise and help 
hurry things along to the vanishing 
point since in these times the small 
towns are having a real struggle any- 
way to keep on top. 

I suppose your company looks at it 
as a bad loss as it is. I see it as a loss 
to you and to me and to this entire 
community. Thanking you again for 
the good treatment given us. ... 


Illinois Marine Amendment 

THE DIRECTOR OF INSURANCE, 
ERNST PALMER, OF ILLINOIS, HAS IS- 
sued a ruling which changes the item 
in the “Nation-wide Definition and 
Interpretation of the Insuring Pow- 
ers of Marine and Transportation 
\'nderwriters,” relating to furriers’ 
and fur storers’ customers’ policies. 
l‘or this he substitutes the following, 
effective immediately : 

“Marine and (or) transportation 
policies may cover under the follow- 
ing conditions : 

“(s) Furriers’ and (or) fur storers’ 
customers’ policies covering specified 
garments the property of customers. 
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“1. Provided policies contain all of 
the provisions under which the cov- 
erage is accepted without reference 
to underlying policies; and 

“2. Provided policies are signed by 
duly licensed agents; an 

“3. Provided the form of policy is- 
sued is approved by this department 
before issuance. 

“Basic contract between insurer and 
furrier and (or) fur storer shall 
specifically provide: 

“4. That policies shall be counter- 
signed by a duly licensed agent; 

“5. That such policies shall be is- 
sued only to individuals covering per- 
sonal furs or garments trimmed with 
furs, being property of storage cus- 
tomers of the furriers and (or) fur 
storer ; 

“6. For the rate at which cus- 
tomers’ policies shall be issued to- 
gether with the minimum premium to 
he charged; 

“7 That the furrier and (or) fur 
storer shall not receive any money or 
commission or brokerage or anything 
of value for services rendered in con- 
nection with the placing of or fur- 
nishing insurance for customers.” 
Director Palmer’s ruling further 

says: 

“This department has been requested 
to approve a plan whereby a combined 
policy and storage and service receipt 
may be issued. If the policy is writ- 
ten in strict accordance with the pro- 
visions herein contained this depart- 
ment will not interpose an objection 
to the issuance of such combined pol- 
icy and storage and service receipt.” 


Washington Loss Ratio 


FIRE INSURANCE EXPERIENCE IN 
WASHINGTON STATE SHOWED A VERY 
marked improvement in 1933, ac- 
cording to the annual report of the 
fire companies to the Department, as 
reported by the Underwriters Report 
of San Francisco. The aggregate loss 
ratio for insurance companies of all 
kinds was 42 per cent but the mutual 
and reciprocal companies had a loss 
ratio of only 35 per cent. The stock 
companies had a loss ratio of 43 per 
cent. 

The mutual and reciprocal com- 
panies had a combined net premium 
volume of $1,367,559, with net losses 
of $484,878. Almost all of this pre- 
mium volume was written by the 
mutual companies. 


e°¢ @ 
California Fire Business 
TIE 226 STOCK COMPANIES RE- 


PORTING TO THE CALIFORNIA INSUR- 
ance Department at the close of 1933 
had a total premium volume of $27,- 
829,826 in the state. This is the low- 
est annual volume written in Cali- 
fornia since 1919. Losses paid in 
1933 are reported as $11,125,200, rep- 
resenting a ratio to premiums of 
39.9 i sae cent. Losses incurred ag- 


c coat. 
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The 1933 premium total of $27,- 
829,826 represents a decline of 
$2,946,236 or 9.6 per cent from the 
1932 volume of $30,498,014. 

e @ ® 


Tornado Statistics 

ACCORDING TO THE RECORDS OF THE 
UNITED STATES WEATHER BUREAU 
the tornado loss has fluctuated widely 
from year to year. The maximum 
was $43,000,000 in 1927 and the 
minimum $2,500,000 in 1916. The 
complete table showing the number 
of tornadoes and the property damage 


by years is as follows: 
Number Property 

Year Occurring Damage 

1916 86 $ 2,511,000 
1917 121 15,008,000 
1918 81 7,631,000 
1919 65 6,861,000 
1920 87 15,205,000 
1921 106 5,406,000 
1922 108 6,630,000 
1923 100 2,958,650 
1924 130 26,120,850 
1925 119 24,023,000 
1926 111 4,318,950 
1927 164 43,445,650 
1928 203 13,235,600 
1929 197 10,049,400 
1930 192 12,289,100 
1931 94 3,215,400 
1932 152 8,988,525 
1933 160 13,370,400 

ee @ @® 
Montana Bars New 
Companies 


JOHN J. HOLMES, INSURANCE COM- 
MISSIONER OF MONTANA, HAS STATED 
that no fire or life insurance company 
will receive a license to do business 
in the State of Montana unless it has 
been in business at least seven years. 
The bulletin issued by the Depart- 
ment on this subject follows in part: 

“New life and fire companies in this 
day and age are hazardous. The De- 
partment is of the opinion that no 
company should be granted a permit 
to operate in this State until it can 
show at least seven years of success- 
ful operation. The Department ap- 
preciates that company age is no cri- 
terion of financial. responsibility, but 
in seven years a company should have 
passed through the period of promo- 
tion exploitation, and should be able 
to show a balance sheet reflecting con- 
servative and efficient management, 
which should be an index of future 
stability. With this thought in mind 
the Department has taken a position 
that it will not consider applications 
for admission to do business in this 
State by any company until at least 
seven years of successful operation 
speaks for the stability of the appli- 
cant. 

“The law specifically provides that 
fire companies operating in the State 
of Montana shall not receive business 
from, or cede business to, non-permit- 
ted companies. This provision is man- 
datory, and companies operating under 
a Montana permit should not be heard 
to complain where the plain provisions 
of the Code have been violated and, 
on this ground, the Department re- 
fuses to issue a renewal permit.” 
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Ontario Fire Loss Down 


THE REPORT OF FIRE MARSHAL A. E. 
HEATON OF ONTARIO DISCLOSES THAT 
there was a decrease of $287,496.00 
in the February fire loss as compared 
with that of February 1933. There 
was a very large number of fires but 
the total loss was only $998,577.00. 
For the first two months of this year 
losses totaled $1,966,079.00, a de- 
crease of $11,181.00 from that of the 
same period last year. Insurance loss 
in the same two months was $1,695,- 
124.00, a decrease of $104,395.00. 
Loss in barn fires in the two months 
amounted to $88,467.00, a decrease of 
$41,315.00. Dwelling fires totalled 
$798,975.00, an increase of $243,- 
209.00. Fires in stores amounted to 
$462,044.00, a decrease of $77,072.00 
and factory fires aggregated $208,- 
740.00, a decrease of $199,267.00. 


* 6 °®@ 
Fire Surpluses Rise 


\ GOOD PICTURE OF FIRE INSURANCE 
OPERATIONS DURING 1933 Is FUR- 
nished by the preliminary report 
which has been released by the New 
York Insurance Department. Three 
hundred and forty stock and mutual 
fire insurance companies authorized 
in New York during 1933 showed as- 
sets of $2,061,931,044, a decrease for 
the year of about $27 3,000,000 ; sur- 
plus of $707,046,958, an iucrease of 
$35,000,000 ; capital of United States 
Companies of $294,020,244, a de- 
crease of $6,550,000; premium in- 
come of $674,809,630, a decrease of 
$61,000,000 ; loss payments of $299,- 
945,326, a decrease from 1932 of 
$116,416,903. As had been estimated 
the premium income is off slightly 
less than 10%, 

e* e@ ® 


Farm Fire Experience 


THE SPRING MEETING OF THE NaA- 
TIONAL FIRE WASTE COUNCIL AT 
Washington disclosed that there was 
a reduction in fire losses during 1933. 
In reporting on the matter, I. D. Goss, 
Chairman of the Council’s Agricul- 
tural Committee, estimated that farm 
fire losses in the United States were 
approximately $100,000,000 and the 
loss of lives 3,500. The reduction 
was accounted for because of the 
lower replacement cost of property 
destroyed rather than any actual re- 
duction in the number of fires. 


Closely related to farm fires are the 
losses reported on other rural prop- 
erty (towns and cities of 2500 or 
less) which even exceeded those on 
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the farms. Rural fire losses in the 
United States exceed $200,000,000 
annually, or more than 40% of the 
total national fire waste, according to 
Dr. D. J. Price of the Federal De- 
partment of Agriculture. 


In the several years of its exist- 
ence the Agricultural Committee has 
studied practically every phase of the 
farm fire loss problem. The results 
of these studies, including rural fire 
department organization and equip- 
ment and private fire protection 
equipment for the farm house, are 
now available in pamphlet form. A 
source book, “The Prevention and 
Control of Farm Fires,” has also 
been published under the direction of 
Mr. Goss. Farm fire waste is one of 
the important problems confronting 
agriculture, the significance of which 
is temporarily overshadowed by other 
acute problems current in that field. 


Interesting Fire Statistics 


THE SPECTATOR OF APRIL 12TH 
CONTAINED A STATISTICAL REVIEW OF 
fire insurance during 1933 which we 
are sure will be of interest to prac- 
tically all of our readers and we are 
therefore reproducing it in full. 


“Review Reveals Ratios For Fire 
Figures.’— 


“The Fire insurance companies ap- 
parently had what might be called a 
stiff year during 1933. The premium 
income of stock companies fell off 
more than $60,000,000 — though this 
had been forecast and foreshadowed 
to a large extent—and the motor ve- 
hicle lines, which were looked to by 
some as a counterbalance, showed 
about $8,000,000 behind the total of 
the same class for 1932. 


“The picture was not, however, 
without its bright side} because the loss 
ratio for the past year was only 46.5 
per cent as compared with 58.7 per 
cent in the prior twelve-month. The 
game of ‘loss ratio, loss ratio, who's 
got the loss ratio’ was a popular pas- 
time all during 1933, and particularly 
so in the early months of the year 
when returns constantly indicated less 
and less of the sweet of premiums 
written. Of course there was a defi- 
nite upward trend in the premiums 
written column during the last few 
months of the year, and it is probable 
that if that trend continues into 1934 
some of the premium losses of 1933 
will be recouped. Fortunately, expen- 
ses also were lowered, due to execu- 
tive control and the needs of the sit- 
uation.” 





“Special Lines Failed As ‘Sugar 
Daddies’.”— 


“There had long been hope in some 
quarters that an intensive develop- 
ment of special lines and classes of the 
fire insurance business, other than fire 
insurance as such, would be responsi- 





ble for premium income which would 
offset the decrease in fire insurance 
writings. In fact, one or two insur- 
ance papers other ‘than The Spectator 
attempted to suggest that automobile 
and inland marine lines offer the 
brightest chance for growth in stock 
company premiums. What distant 
years may bring in this regard can- 
not accurately be predicted, but it is 
unlikely that 1934 will see any great 
increase in premiums for allied fire in- 
surance classes. The final results for 
1933 show certainly that the allied lines 
were not the income producers which 
had been hoped. 


“In an effort to determine just 
whether or not the specialty lines 
showed any trend toward premium in- 
crease, The Spectator traced their his- 
tory since 1923 when stock company 
premiums amounted to $681,845,240 
for fire insurance only. In that same 
year all other fire premiums (includ- 
ing ocean and inland marine, earth- 
quake, motor vehicle, etc.) were $207,- 
794,198. The specialty lines, compris- 
ing classes other than fire insurance 
as such, constituted 23.4 per cent of 
total premiums in 1923. In 1928 the 
fire insurance premiums were $708,- 
674,175, and other lines allied there- 
with had risen to $243,431,663. The 
allied lines then comprised 25.6 per 
cent of the fire companies’ total premi- 
ums. In 1933, however, the premiums 
on allied lines other than fire insur- 
ance fell to $155,285,826 and made up 
only 24.7 per cent of the total.” 


“New Income Sources Should Be 
Developed,”— 


“Actually there has been a slight 
increase in the proportion of allied fire 
lines toward the total of fire company 
writings since 1923. In that year the 
allied lines were 23.4 of the total and 
in 1933 they were 24.7, a gain of 1.3 
per cent in 10 years. However, dur- 
ing the same decade the premium from 
allied fire lines fell from $207,794,- 
198 to $155,285,826. Fire insurance as 
such made up 76.6 per cent of total 
stock company premium in 1923 and 
aggregated $681,845,240, In 1933, how- 
ever, fire insurance was 75.3 of total 
fire company premiums and the vol- 
ume had shrunk to $473,014,382. That 
meant that the fire insurance premiums 
of stock companies, not including al- 
lied lines, fell off $208,830,858 in the 
10 years from 1923 to 1933. 


“The foregoing figures clearly show 
that there is practically no hope of 
any substantial increase in allied lines 
other than fire insurance during 1934. 
The only factor that might make a 
real difference is the opening up of 
some insurance avenue as yet not visi- 
ble down which the companies can go 
during the remaining months of 1934 
in search of premiums which are not 
fire insurance premiums as such, but 
come from specialty lines allied with 
them. Contrary to opinion already 
voiced, the specialty and allied lines 
obviously cannot be looked to by stock 
fire companies in the near future to 
make up the falling off in fire insur- 
ance premium income,” 
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CASUALTY 
NEWS «es 


Occupational Disease in 
Compensation Field 


MISS FRANCES PERKINS, SECRETARY 
OF LABOR, STRONGLY SUPPORTED AC- 
tion by the Michigan legislature to 
make occupational diseases compens- 
able the same as industrial accidents. 
She said that in New York, follow- 
ing the inclusion of occupational ill- 
nesses in the compensation act, much 
emphasis was given to cleaning up 
conditions in the various lines of em- 
ployment where such diseases are 
common. Most of the industries are 
now in a fair way to eliminate this 
hazard, she said, greatly benefitting 
the workers and the employers also. 
ller address was given at a confer- 
ence of state officials and industrial 
leaders in Lansing. 


Casualty Loss in Canada 


THE BUSINESS OF CASUALTY IN 
CANADA DURING 1933 WAS MARKED 
by two trends, one of which was 
pleasing to the companies and the 
other just the contrary. The loss 
ratio in automobile insurance was 
down to 45.15% compared with 
51.07% in 1932. In personal acci- 
dent the loss ratio was 47.7 as against 
57.8 in 1932. Workmen’s compensa- 
tion distinguished itself with a loss 
ratio of 23.4%. The fidelity and 
surety business also showed a favor- 
able loss ratio with 32% in fidelity 
compared with 53% in 1932, and 
51% in surety compared with 45.1% 
in 1932. 

Premium income on the other hand 
was distinctly lower, with a total for 
the casualty business in Canada of 
$24,937,516 as against a premium in- 
come of $28,893,365 in 1932. Two 
and a half millions of this decrease 
took place in automobile premiums, 
while other lines, such as plate glass, 
personal accident, and fidelity and 
surety also showed decreases. 

ee ee ®@ 


Rehabilitation Law Upheld 


THE COURT OF APPEALS OF NEW 
YORK HAS UPHELD THE POSITION OF 
the New York Insurance Department 
in decisions involving rehabilitation 
proceedings in cases involving the 
mortgage guaranty companies and the 
National Surety. 

By enactment of the Shackno law 
the legislature swiftly and effectively 
started the machinery for handling 
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a public emergency. Under this legis- 
lation the Insurance Department has 
acted to protect the interest of cer- 
tificate holders and creditors. 

The Shackno Act vested in the Su- 
perintendent of Insurance large pow- 
ers for the protection of certificate 
holders. The Court of Appeals has 
now sustained this legislation and the 
use of these powers that has been 
made by the Department. Plans of 
reorganization of certificate issues 
that have been in abeyance during the 
uncertainty of litigation will now go 
forward with full speed. 
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Mathematics of Auto 
Accidents 


THE ONTARIO MOTOR LEAGUE HAS 
PREPARED THE FOLLOWING STATISTICS, 
which are based on a study of 100,- 
000 automobile accidents in 15 years: 

If you cut out of line of traffic, 
your chances of having an accident 
are multiplied by 50. 

If you drive over 40 miles an hour, 
your chances of having an accident are 
multiplied by 25. 

If you pass another car on a curve, 
your chances of having an accident 
are multiplied by 21. 

If you pass another car going up 
hill, your chances of having an acci- 
dent are multiplied by 10. 

If you fail to signal a turn or stop, 
your chances of having an accident are 
multiplied by 5. 


+ & 2 
Increased Georgia Comp. 


Rates 

THE GEORGIA INSURANCE DEPART- 
MENT HAS ALLOWED AN INCREASE OF 
4.3% increase in compensation insur- 
ance rates, with a premium policy fee 
of $5 to be allowed agents for a serv- 
icing charge to be considered as tak- 
ing the place of the 2.5% deducted 
from agents’ commissions in 1932. 
Authorization has also been granted 
to discontinue the use of schedule 
rating and to adopt, in lieu thereof, 
an experience rating upon individual 
survey and classifications. The revi- 
sions were effective April 1 and ap- 
ply to new and renewal business. 

ee @ ® 


Auto Theft Records 


PROGRESS IS BEING MADE BY THE 
INSURANCE COMPANIES IN THEIR EF- 
fort to reduce the annual toll taken 
by automobile thieves. This is espe- 
cially apparent in Chicago, where the 
problem has long been recognized as 
especially serious. Due to the efforts 
of the police, the State’s Attorney’s 
office and the insurance companies the 
number of thefts in the first quarter 
of 1934 has been cut 43% with a 
66% reduction in automobile strip- 
ping, compared with the same period 
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in 1933. There was a total of but 
3,929 thefts in the first three months 
of 1934 against the 1933 record of 
6,852 for the same period. 

In Detroit, the nation’s automobile 
production center, there has been a 
sharp decrease in the first quarter 
with 820 thefts compared with 1,186 
for 1933. The figures for some of the 
other cities are: San Francisco, 708 
in 1933, 680 in 1934; Baltimore, 852 
in 1933, 580 in 1934; Washington, 
D. C., 864 in 1933, 731 in 1934; 
Kansas City 450 in 1933, 356 in 1934; 
Indianapolis, 536 in 1933, 509 in 1934. 


* * s 
Affirm Missouri Statute 


THE CONSTITUTIONALITY OF THE 
MISSOURL STATUTE DEALING WITH 
occupational diseases has been up- 
held by the United States Circuit 
Court of Appeals of St. Louis which 
affirmed a $15,000 judgment against 
the St. Joseph Lead Company in 
favor of John L. Jones, a former em- 
ploye, who claims to have contracted 
an abscess in his lungs as a result of' 
having breathed injurious dusts 
while working for the company. It 
was part of his duties to pour powd- 
ered lime, sulphate of iron and soda 
ash in a water softening plant. 

The Federal Court of Appeals held 
that the contention of the plaintiff 
that the dust was injurious and that 
the company had failed to provide 
him with a respirator “stood practi- 
cally uncontradicted” and that there 
had been ample evidence for the jury 
to decide the issue. Jones had sued 
for $50,000. 

The company contended in its ap- 
peal that the Missouri Occupational 
Disease Act was unconstitutional and 
that it deprived it of its property 
without* due process of law, took 
private property for public use with- 
out just compensation and denied to 
the appellant equal protection of the 
law. It further contended that the 
Missouri Act enumerated certain 
chemicals as poisonous but did not in- 
clude the chemicals used by Jones 
and hence excluded them. It further 
stated that the Missouri Workmen’s 
Compensation Commission had juris- 
diction over the negligence alleged. 

The opinion written by Judge Van 
Valkenburgh, and concurred in by 
Judges Gardner and Sanborn, stated 
that the Missouri Supreme Court had 
adopted a liberal construction of the 
law and noted a distinction between 
noxious and inherently poisonous 
dusts and ruled that the word “nox- 
ious” covered dusts harmful or in- 
jurious to health and that the sub- 
stances dangerous to health were not 
confined to those enumerated in the 
statute. 
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Stock Casualty Results Un- 
favorable in 1933 


THE SPECTATOR HANDY CHART OF 
CASUALTY, SURETY AND MISCELLAN- 
eous Companies for 1934 contains a 
good deal of interesting information 
on the operations of the stock com- 
panies during 1933. Of ninety-nine 
companies shown in the chart, forty- 
three were able to make an under- 
writing profit and fifty-six showed 
an underwriting loss. The premium 
income of these ninety-nine compa- 
nies during 1933 aggregated $547,- 
574,346.00, a decrease of $66,403,- 
169.00 from the total of $613,977,- 
515.00 in 1932. Taken in the aggre- 
gate, the companies showed a net 
underwriting loss of $17,410,474.00 
in 1933, which was only slightly 
lower than the loss of $23,810,640.00 
in 1932. In percentages, the similar- 
ity is even more apparent, the amount 
of underwriting loss being 3.9% of 
earned premiums in 1932 and 3.2% 
of earned premiums in 1933. 


Auto Policies Standard En- 


dorsements Required in 
West Virginia 


THE FOLLOWING RULING BY TIE 
WEST VIRGINIA DEPARTMENT SUPPLE- 
ments its previous rulings on auto- 
mobile policies : 

To all companies other than Life, 
lire and Marine authorized to write 
the above classes of insurance in the 
State of West Virginia. 

No endorsement or rider shall be 
attached to the West Virginia Stand- 
ard Automobile Property Damage 
and/or Liability Policy which changes 
in any manner the conditions, exclu- 
sions or agreements therein without 
the company first having submitted 
such endorsement or rider to this 
Department for approval. 

Idgar 1. Sims 

State Auditor 

Iex-Officio Insurance 
Commissioner. 


1933 Homicide Record 


DOCTOR FREDERICK L. HOFFMAN, 
HAS JUST COMPLETED HIS ANNUAL 
survey of the homicide record of the 
United States. It shows that this 
country has a death rate from violence 
pretty well stabilized at 10.7 per 100,- 
000 population, which is about twen- 
ty times the English death rate. 
Among American cities the South has 
a long lead in the matter of crimes 
of violence, the five leading cities 
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being reported in the following order : 
Lexington, Ky.; Little Rock, Ark.; 
Memphis, Tenn.; Birmingham, Ala. ; 
and Atlanta, Ga. Lexington, Ken- 
tucky leads the procession with a rate 
of 59 per 100,000 of population, as 
compared with 10.7 for the country 
as a whole. 
e* @ @ 


Bank Cash Kept in Safe 


BANKS IN SMALL TOWNS THROUGII- 
OUT THE COUNTRY WILL BE REQUIRED 
to keep 85% of all money, insured 
against loss, in vaults, safes, or sim- 
ilar receptacles under time locks un- 
der a recent ruling of the National 
Bureau of Casualty and Surety Un- 
derwriters which becomes effective 
April 30th. This plan of removing 
cash from the counters of the banks 
was tried out in a number of Western 
states during the past year, and it 
has proved very successful. In Okla- 
homa, which had suffered 58 day- 
light holdups before the ruling, the 
number was reduced more than one- 
half, and little banks which observed 
the rule were almost entirely exempt. 
It applies to banks in cities and towns 
of less than 25,000, but does not ap- 
ply to policies covering securities 
only, or to banks in cities of 25,000 
population or more, having a working 
corps of not less than five persons, 
nor to banks having an approved rob- 
bery tear-gas system, bandit resisting 
enclosures, or bandit devices certi- 
fied by the Underwriters’ Laboratory, 
or to policies written with the $10,000 
deductible endorsement and_ policies 
written excess over blanket bonds or 
all risk policies of $10,000 or more. 


Percy Goodwin Dead 


PERCY TH. GOODWIN, PAST PRESI- 
DENT OF THE NATIONAL ASSOCIATION 
of Insurance Agents, and one of the 
most active members of that organiza- 
tion, died suddenly in his home at 
San Diego, California, on April 8th. 
He is survived by his wife, his son, 
Ewart, and a daughter, Virginia. 
Funeral services were held in San 
Diego on April 10th. 

For six years Mr. Goodwin was a 
member of the Executive Committee 
of the National Association, becoming 
Chairman at the Detroit meeting of 
1929 and President at the Dallas 
meeting of 1930. When he retired 
from the Presidency of the Associa- 
tion, he became Chairman of the 
three conference committees, fire, cas- 
ualty and surety, continuing his activ- 
ities particularly in regard to produc- 
tion branch offices. The following 
year he was Chairman of the Fire 
Conference Committee. He remain- 


ed a member of the Executive Com- 
mittee up until the present year. 
ee @ 


Mutual Gain in Auto Field 


THE SPECIAL AUTOMOBILE INSUR- 
ANCE NUMBER OF THE NATIONAL 
Underwriter, released on April 13, 
shows the mutual companies made a 
long stride forward during 1933 in 
the field of automobile insurance. For 
all classes of companies premiums 
showed a grand total of $381,351,076 
in 1933, compared to $411,605,517 in 
1932, or a decrease of $30,254,441. 
This was a drop of 7.4%. The mu- 
tual companies had premiums of $63,- 
483,338 which was $2,816,952 more 
than the $60,666,386 total of 1932. 
This increase of 4.6% for the mutual 
companies compares very favorably 
with the decline of 10% in the prem- 
iums written by the stock casualty 
companies, 11.3% written by the 
stock fire insurance companies and 
12.1% in the premiums of the recip- 
rocals and Lloyds. The only group 
to make a better showing than the 
mutual companies were the full cov- 
erage companies who had a premium 
income of $21,658,970, which repre- 
sented an increase of 8.3% from their 
volume in 1932. 


The tremendous strides taken by 
the mutual companies during the de- 
pression years are clearly seen when 
the percentage of the total premium 
volume written by them for the dif- 
ferent years since 1930 is calculated. 
In 1930 the mutual companies had 
12.2% of the total automobile prem- 
iums. In 1931 it had risen to 13%, 
in 1932 to 14.6% and in 1933 to 
16.6%. It can be seen that the trend 
toward the mutuals is pronounced 
and these figures would indicate that 
1934 will be the best year in their 
history. 

Mutuals had a loss ratio of 37.6% 
in 1933 as compared with 40.2% in 
1932. This compares with a loss 
ratio of 50.9% for the stock casualty 
companies and 44% for the stock fire 
insurance companies. 

eee 


Health Conservation 

THE CHAMBER OF COMMERCE OF 
THE UNITED STATES ANNOUNCES 
that Special Certificates of Merit will 
be warded in the 1933 Inter-Chamber 
Health Conservation Contest the fol- 
lowing cities: 

Brookline, Mass.; Detroit, Mich. ; 
Milwaukee, Wis.; New Haven, Conn. 
and Syracuse, N. Y. 

No distinction in rating has been 
made. These cities, having won the 
Health Conservation Contest on two 
previous occasions, were placed in a 
Special Honor Group. 
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Tradition Attributes Endurance and Physical Stability to Youth But Sctence Says a 
Good Word For Age. 


Are We Old At Forty? 


By HART E. FISHER, M.D., F.A.C.S. 


Chief Surgeon, Chicago 


Rapid Transit Company 


Copyright by Industrial Medicine and used 
by permission. 


ROUSING around among the 

pile of magazines on the desk 

we came across an ‘article with 
the above title in Industrial Medicine. 
While too technical for the average 
reader, the discussion of certain ex- 
periments bearing on the relation of 
age to efficiency, came to interesting 
conclusions which are contained in the 
following excerpts.—EDITOR. 


And at what age should we be con- 
sidered most efficient and safest in 
our various daily occupations? This 
thought should be uppermost in our 
minds as we awake to each day’s ac- 
tivities. 

But are we mentally awake and 
alert to the requirements and hazards 
of the day? Are our mental faculties 
so refreshed and stimulated by our 
night’s physical rest as to enable us 
to direct our efforts in a safe and 
efficient manner? We should attempt 
some sort of daily mental analysis 
as to our physical and mental fitness 
to perform the work at hand. 


The mental state in which we arise 
and approach our daily activities de- 
termines whether or not we will ex- 
perience trouble during the day. We 
should be calm and in control of 
what mental faculties we have. One 





who is angry on arising or soon after, 
on account of some real or fancied 
wrong, is a great potential source of 
accident, provided he allows that an- 
gry mind to submerge all his other 
thoughts. One lives to the greater 
extent each day as the day before. 
and long periods of repetition and 
practice of the same routines cause 
one to act and live as it were by 
habit. Action and work then become 
second nature, efforts become auto- 
matic, and one carries on in a more 
or less subconscious manner. 


When more powerful forces enter 
the mental faculties of an individual 

such as grief, worry, hate, anger, 
fear, emotion, malice, avarice, jeal- 
ousy, envy, greed, etc.,they by their 
force are able to submerge the more 
orderly thoughts and precipitate some 
impulsive word or action. These 
forces are so dominant that they 
smother our normal thoughts, and 
confusion results. While in this men- 
tal turmoil we are most liable to be 
led into actions that are conducive to 
resulting harm. It is this submer- 
gence of normal habits and routines 
which determines mental stability ; it 
is the more powerful states of dis- 
turbed minds that are the direct 
causes of many accidents not other- 
wise solved. The orderly mind can- 
not be disturbed by such forceful 
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conditions or emotions without so 
distracting the attention from the 
work engaged in that, during the in- 
terval of inattention no matter how 
slight, injury and accidents are pre- 
cipitated. 






RI you wondering where all this 
fits in with the subject of the 
paper, “Are We Old At Forty?” It 
is necessary that I give the causes of 
accidents, to make clear the real meat 
of this discussion. I am sure that | 
will be able to convey what we be- 
lieve determines the longevity of life 
and the span of usefulness in the 
average man. 

There are many people who are 
able to foresee an accident and, in a 
normal mental state, are able properly 
to judge distance, but still be mentally 
asleep as to what steps to take toward 
preventing the impending accident 
that they perceive. 

We arrive now at what is known 
as reaction time, an important asset 
for any one who desires to avoid ac- 
cidents. 
ee @ ® 


What is reaction time ? 

It is the interval of time between 
the instant a person sees or hears a 
stimulating light or sound and the 
time he reacts to that stimulus by 
muscular effort. 

Everybody possesses reaction of 
muscular effort to a stimulation from 
the brain. It is the power of an in- 
dividual to put into action what the 
brain orders. Some can carry out 
the brain’s orders more rapidly and 
in a more orderly manner than 
others. The degree of accuracy of 
this function may be called coordina- 
tion of mind and muscle. For the 
sake of clarity, the reaction time of a 
motorist in driving his car is from the 
time he perceives, we will say, the red 
signal light until his muscles act to 
control the speed of his car. 

This reaction time varies in indi- 
viduals, and for the greater part is 
done in fractions of a second. Some 
react more quickly than others; age 
plays a part in this time ratio; and 
conditions under which the stimula- 
tion is received have much to do with 
the speed. 

(Summarizing the results of spe- 
cific experiments the article con- 
tinucs as below.) 


HOSE between the ages of 40 
and 59 years had the best reac- 
tion time in all tests and for all age 
groups, their average being 76.30 
sigmas. (A signa is a convenient 
technical unit of measurement.) The 
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youngest group was second in time 
of reaction, with a rate of 81.20 
sigmas, while the old-age group was 
third, with a rate of 90.55 sigmas. 
This was when the right hand was 
used to make the response to the 
stimulation. 


With the left hand in response, the 
40 to 59 year old group’s reaction 
time was 80.80 sigmas ; the oldest age 
group was second, with a rate of 
82.86 sigmas ; and the youngest group 
third with a rate of 87.41 sigmas. 
This was for the known stimulation. 


With the choice stimulation and the 
distraction element present the sec- 
ond age groups averaged 106.60 
sigmas, while the oldest and young- 
est had an average, respectively, of 
114.24 and 114.99 sigmas. 

The average reaction time for all 
stimuli and for both the right and the 
left hands, in both the known and 
choice stimulation was 87.90 sigmas 
for the second age group. The first 
age group had 94.59 sigmas, and the 
third age group 95.88 sigmas. 

To our minds, when the basic aver- 
ages are taken into consideration, the 
middle-age group have the most rapid 
and stable reaction time and seem to 
be as a whole the best suited for the 
work at hand. 

ee es ® 

So far, I believe that I may state 
without fear that those persons in 
the 40 to 59 year age group are the 
most efficient and safest for the work 
in which they are engaged. 

The persons in this age group have 
had less personal injuries, less un- 
usual occurrences, less absenteeism 
from work on account of illness. 

It is also evident that there is less 
labor turnover and greater longevity 
in the persons in this second age 
group when compared with other age 
groups. Their having the more stable 
and rapid reaction time seems to fit 
them as the most desirable group to 
make efficient railroad men. 


Would not this lead our steps 
toward the study of the practice, so 
often prevalent in industry, of dis- 
crimination in employment of men 
over 40 years of age in favor of the 
younger men? The middle-age group 
have, to my mind, more stability of 
character, and their mental processes 
are not so apt to be disturbed and 
influenced under stress as_ their 


younger brothers. This second age 
group may be better employees from 
their previous experience and on ac 
count of many of them being family 
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men to a large degree with the re- 
sponsibility of dependents to sup- 
port; they are the more regular on 
the job; and they settle down satis- 
fied with their work and _ remain 
longer with the company. Their 
habits are formed and more regular. 
With intelligent training and educa- 
tion, it is easier to instruct them in 
new practices and the formation of 
new work habits. 

The men above the age of 40 years 
represent 20 years or more of in- 
dustrial training somewhere. All of 
it cannot have been bad, and this ex- 
perience should count for something. 

e* e@ ® 


N INDUSTRY there are many 
positions now held by the younger 
age group that can be efficiently per- 
formed by the man above 40 years of 
age. The younger man may be used 
on work requiring more agility and 


If Older People Are Not So Prone to Throw Matches and Cigarette Butts Around It 





action than the older group. The ex- 
ecutive heads and officials in industry 
above the age of 40 years do not 
ordinarily reach the peak of their 
service efficiency or arrive where 
they are considered in their prime 
until many years later. 

The accident-prone man is usually 
found in the younger age groups. A 
large percentage of accidents occur 
in the early stages of one’s employ- 
ment. When young the average 
man’s mind has not become settled, 
and there is a constant urge for ac- 
tivity. The new man in a company 
is an unknown factor in so far as his 
accident potentialities are concerned. 
The man above 40 in any company 
has, by his length of service, learned 
many things the younger man has 
yet to learn, and his value to his com- 
pany is known. 


(Continued on Page 24) 
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Incredible Accidents 


By HARRY BARSANTEE 


COURTESY OF PUBLIC SAFETY 
Reprinted from Every Week Magazine by permission. 


OHN HOLMAN, York, Pa., 
J failed in his attempt to commit 
suicide but the coroner says he 
died trying. Holman, who was 63 was 
found dead of a fractured skull in the 
cellar of his home with a noose of in- 
sulated wire clutched in his hand and 
a box at his feet. Coroner L. U. 
Zech said he believed Holman fell 
and struck his head while groping in 
the dark for a place to tie the loop. 


Now when a man intent upon es- 
caping this vale of tears can’t even 
successfully commit suicide without 
having Old Man Accident step up and 
slap him down before he can get the 
noose tied tight around his neck, 
what can the rest of us, who still 
have a hankering to live, expect ? 


Well, we might depend upon luck. 
Or toughness. Some of the oddest 
mishaps of 1933, as a matter of fact, 
were really not accidents at all but 
marvelous escapes, 


For instance, near Pana, Illinois, 
an automobile nosed onto a New 
York Central crossing just as a pas- 
senger train traveling 70 miles an 
hour arrived at the same place. The 
train stopped a mile down the track. 
The crew lifted an auto radiator and 
two wheels off the locomotive pilot 
and started back to the crossing look- 
ing for bodies. There they found 
the remainder of the automobile, up- 
right, its windows and windshield 
unbroken, but the radiator and wheels 
cut off as cleanly as with a knife. 
Inside were Thomas Resinans and 


James Kirel, unscratched and un- 
bruised, but still speechless from 
fright. 


Another fortunate gentleman who 
admitted at the time that he would 
about as soon be killed as scared to 
death was Harold Mclean, a Chi- 
cagoan. Witnesses gasped in horror 
as they saw a fast traveling street 
car strike and run over him. With 
grinding brakes the car came to a 
stop some distance away, dragging 
McLean with it. He was pinned un- 
der the trucks and extricated with dif- 
ficulty. He was apparently dead, but 
an ambulance rushed him to the hos- 
vital. As an interne prepared to 
make a superficial examination Mc- 
lean suddenly opened his eyes, 
straightened up, and announced he 
was all right. He was. He returned 
home under his own power, suffering 
only a few minor cuts and bruises. 


And while we are on the subject of 
escapes, there was the Los Angeles 
man who rushed into a hospital and 





How Does Anyone Escape In a Smashup 
Ltke This? 


gasped: “I’ve false 
teeth !” 

He was taken to the operating 
room for some plain and fancy carv- 
ing. Just about the time the surgeon 
started in, the telephone rang. 

“Don’t operate on my husband,” 
called a feminine voice. “I just found 
his teeth in his other pants!” 

e ee ® 
OUGHNESS honors in 1933 
were carried off by four young- 

sters and one adult. Samuel Malbin 
of Cleveland gets first prize. He 
dropped from the fourteenth floor of 
a downtown hotel and suffered no 
more than a fractured arm. ‘““Where’s 
my hat?” he asked as horror-stricken 
bystanders picked him up. 


swallowed my 
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Two-year-old Luette Leduc of 
Montreal was thrown 50 feet when 
a passenger train roared by, cutting 
both handles from the wheel barrow 
on which she was sitting, but she 
picked herself up unhurt. The 19- 
months-old son of Mr. and Mrs. M. 
B. Rudd of Seaside, Oregon, fell out 
of a second-story window onto frozen 
ground, got up and toddled back into 
the house again, possibly to try the 
trick all over again at the next op- 
portunity. Arthur King, 3, was struck 
a glancing blow by a train going a 
mile a minute but was unhurt. Ken- 
neth Davis, a 14-year-old Chicago lad 
was struck by a sedan and knocked 
under a moving street car but suf- 
fered only a spilt lip. 

Jack Miller of Carlysle, Ill., made 
a bid for toughness honors, but 
couldn’t stand the pace. One morn- 
ing he fell 30 feet from the muni- 
cipal water tower, under construc- 
tion, but was uninjured. Later in 
the day he slipped again, this time 
falling 85 feet to his death. 

A Chicago youth, Leo Cassatto, was 
injured in a fall from the fourth 
story of his home. A few minutes 
later the car in which he was being 
taken to the hospital for treatment 
overturned in a crash with another 
car and he was killed. 

An Illinois girl, who was _ using 
crutches because of a sprained ankle, 
tripped on the crutches, fell, and 
broke her neck. 

Fellow workmen fled in all direc- 
tions as John Austin, New Albany, 
Ind., dropped a heavy box of dyna- 
mite he was loading on a barge. The 
dynamite didn’t explode, but the box 
fell on Austin’s neck and broke it. 

A West Virginia druggist, Dr. L. 
T. Ford, claims he was fated to get 
hurt anyway. When his sedan failed 
to make a turn and plunged over an 
embankment he crawled out of the 
wreckage unhurt... But in climbing 
up the embankment he slipped, fell 
upon a jagged rock and suffered 
serious injuries. 

In 1931 a West Virginia man was 
struck by a train and lost a leg. In 
1932 he was hit by an automobile and 
lost his left eye. In 1933 he reached 
for his artificial leg beside his bed. 
His glass eye didn’t register on a gun 
on the dresser. He knocked the gun 
to the floor and it discharged a bul- 
let into his right arm. At the hos- 
pital a surgeon amputated the arm. 


Major General Charles G. Mor- 
ton, U. S. A., who survived three 
wars and wore the distinguished 
service medal and croix de guerre, 
died in 1933 from a_ firecracker 
wound. 
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Fk TER reading some of the un- 

usual escapes related above it 
will be surprising to see how easily 
many 1933 accident victims met 
death. 


Salvatore Stea, 48, Washington, 
was killed in a four-foot fall from a 
stone wall. Mrs. Emma Rothrock, 75, 
Chicago, died of injuries incurred 
when she tripped over a pair of over- 
shoes. Thirteen-year-old Everett Dal- 
gliess of Ogdensburg, N. Y., died 
from brain concussion when his 
dancing partner accidentally struck 
him on the temple with her elbow. A 
Chicago girl, Mary Freeman, toppled 
backward in her chair and died of 
the resultant injuries. A Chicagoan, 
Frank Williams, cut his finger while 
shaving and died from the infection 
which followed. An elderly woman of 
Litchfield, Illinois, tripped over her 
kitten and fractured a hip. 

Animals, by the way, were respon- 
sible for a number of serio-comic acci- 
dents in 1933. 


A hit-and-run dog sent W. J. Cen- 
nack, Denver, to the hospital with a 
fractured leg. Two robins attacked 
Johnny Harper, four-year-old Ander- 
son, Ind., lad and inflicted serious 
scalp wounds. 


One of the strangest cases of the 
year occurred in Lille, France. Mme. 
l.e Febure bought a rabbit at a mar- 
ket with the idea of using it for a 
stew. But bunny had other ideas— 
as well as rabies. It climbed out of 
the basket and chewed at madam’s 
finger but was poked back. When it 
arrived in the kitchen it went berserk. 
It bit M. Le Febure, his son and two 
daughters, cleaned up on the dog and 
two cats and finally was chased into 
a chicken coop where it mangled ten 
hens, killed three ducks, and then, 
apparently satisfied, it lay down and 
died. 

Martin L. Crimins, U.S.A., retired, 
was bitten badly by a water moccasin 
just a few minutes before he was to 
have delivered an address on poison- 
ous snakes at Suffern, N. Y. 


The usual number of bees flew 
into automobiles and caused drivers 
to lose control of their cars, but the 
experience of Costanzo Zucco of 
Philadelphia, provides an interesting 
variation. Zucco stopped his car 
along a rural highway, picked up a 
turtle and drove on. The turtle 
started to climb up his pant’s leg. 
Zucco got excited and forgot to keep 
his mind on his driving. The car 
crashed into a telephone pole, and 
driver, wife and turtle received 
severe but not fatal injuries. 
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One of the classics of the 1932 ac- 
cident story was that of the lad who 
tried to shoot a fly off his knee with 
a .22 rifle. With slight variations the 
case was repeated in 1933. John 
Dahlem, Madison, Ind., struck at a 
honey bee with a loaded, cocked, 
rifle. The gun was discharged and 
Dahlem was shot in the abdomen. 


Another odd hunting accident oc- 
curred near Evansville, Ind. eter 
Becker sat down beside a tree to eat 
his lunch after a morning’s shooting. 
Two hunters mistook his arm for a 
squirrel and fired, seriously wound- 
ing him. 


It is fairly common for pheasants 
to fly through automobile windshields, 
but one hardy member of this feath- 
ered species took a chance with an 
Aurora & Elgin train traveling 60 
miles an hour. It went through two 
thick panes of glass, hit two pas- 
sengers and knocked one of them un- 
conscious. 

e* ee ®@ 
NTI-BEER forces take notice! 
Thomas T. Lloyd, Petersburg, 
[ll., dislocated his shoulder while 
reaching for a glass of beer. 


Louis Conti, Milwaukee, fractured 
his nose when, while tapping a keg of 
beer, the bung blew out and struck 
him in the face. This mishap, oddly 
enough, occurred in Sharpshooters 
park. 


Andrew A. Kirsch, Pittsburgh res- 
taurateur, died of injuries caused by 
an exploding beer keg. 

Boys will be boys. Jack Wilbur, 
Ketchiken, Alaska, was killed with a 
gun at his 63rd birthday party while 
playing cowboy. J. F. Rardon, 60, 
Oklahoma City, slipped and suffered 
a serious head injury, while rounding 
third base in a_ sandlot baseball 
game. 


And girls will be girls. Mrs. Cruz 
Martinez, 108 years old, Chicago, 
was burned to death when her cloth- 
ing caught fire from the cigarette she 
was smoking. 


Even the elements seem to ally 
themselves with the Grim Reaper. 
Benjamin F. Hendrix, Norfolk, W. 
Va., had his neck broken by a wave. 
The burning sun spread the rails and 
caused a train wreck in Oregon 
which was responsible for two deaths 
and nine serious injuries. 


Much has been said recently of the 
hazards of college sports, but Law- 
rence Laedigs, Macomb, IIl., believes 
he is the first basketball player to be 
wounded in action by firearms. He 
was about to get back into a hotly 
contested game, with just five sec- 





onds to go, when the timer, who had 
his gun poised for the final shot, 
pulled the trigger. His team won, but 
Laedigs was lost to his team for sev- 
eral days because of a badly burned 
pair of thighs. 


Incidentally, no basketball players 
were reported killed while playing 
last year but at least ten met death 
in traffic accidents while going to or 
from their games. 


ACH year records a large num- 
ber of accident coincidences. 
On Washington’s birthday a man 
in the East was killed when a cherry 
tree which he was cutting down fell 
on him. Grave Digger-Frank Padlo, 
of Dickson City, Pa., fell in the 
grave he was digging and died. 


Two women bathers in Palo Alto, 
Cal., were run over twice by the same 
car and seriously hurt. The driver 
backed over them as they lay on the 
beach sunning themselves.  [right- 
ened by their screams he drove for- 
ward—over them again. 


On January 3 two accidents almost 
exactly alike occurred in widely sep- 
arated parts of the country. In 
Shelby, Ohio, a stove exploded and 
killed seven persons. In Midland, 
Texas, a stove exploded and killed 
five persons. 


March 18, was obviously the wrong 
day to let George Ryan, Oakland, 
Cal., sweep the chimney. He started 
the day by falling off his ladder. Af- 
ter another try he made the roof, only 
to fall down upon it. Hardly had he 
arisen, before he fell off the roof. 


Disheartened? Not George. He 
climbed back on the roof, then 
promptly fell down the chimney. He 
became wedged, but managed to 
wiggle out. Then he fell off the roof 
again. 


Officers found George, unhurt, still 
trying to sweep the chimney. They 
smelled his breath and advised a day 


off. 


A fire in Hillsboro, Ill., caused one 
death and two injuries. ‘red Clauser, 
61, died of heart disease while hurry- 
ing to the fire. Leonard West cut an 
artery attempting to break into the 
burning building. A highway patrol- 
man, taking West to the hospital, fell 
from an automobile and broke his 
leg. 

Joe Barrett, Lakewood, Ill., was 
digging a well when a horse fell into 
it. The horse was killed; Barrett was 
unhurt. 


Many a dog has died for its master 
but George Brotts, Chicago, gave 
(Continued on Page 24) 
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There Is An Analogy In Nature Between Upright 


Trees and Upright Spines. 

















Back Injury Cases 


By 
LEROY PHILIP KUHN, M.D., F.A.C.S. 


Member of Surgical Staffs of Augustana and Columbus 
Hospitals, Chief Surgeon Lumbermens Mutual 
Casualty Company, President Institute of 
Traumatic Surgery, Chicago, Ill. 


EXCERPTS FROM AN ADDRESS BEFORE THE TWENTIETH 

ANNUAL CONVENTION OF THE INTERNATIONAL ASSO- 

CIATION OF INDUSTRIAI ACCIDENT BOARDS AND 
COMMISSIONERS. 


OMPENSATION laws are 
“buffers” or regulators to safe- 


guard the workman, the em- 
ployer, and in fact everyone having 
to do with their administration. It 
is quite evident from the results that 
the administration of compensation 
accidents depends more for its suc- 
cess upon the skill and honesty of 


physicians and surgeons. The pre-, 


vention of accidents, it is now grad- 
ually being recognized, is dependent 
more on mental and physical exami- 
nation, treatment, and placement of 
employees than upon mechanical 
safeguards, shop discipline, or ‘‘safe- 
ty-first crusades.” [rom the moment 
the accident occurs, medical care is 
all decisive. Medical judgment de- 
cides the extent of the injury and 
therefore the amount. The character 
of medical administration determines 
to a large extent the period of tem- 
porary and permanent disability and, 
finally, the method and time for re- 
habilitation. Regardless of these 
facts, there is only one State in which 
the law provides for a physician in 
any official administrative capacity 
concerned with determining the policy 
of compensation administration. The 
evaluation of disabilities not only of 
lack injuries, but of all others as well, 
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therefore, depend upon an honest, 
painstaking examination by a well- 
trained doctor who is more or less 
familiar with compensation laws in 
general. 


Around 10 percent of all back-in- 
jury cases have some form of abnor- 
mality or anomaly. The administra- 
tor should have full knowledge of the 
normal back else he cannot differen- 
tiate abnormal or congential deformi- 
ties. Occasionally we have 6 lumbar 
vertebrz instead of 5, or the last dor- 
sal vertebra may not have its twelfth- 
rib attachment. 


Anomalies of the spinal column 
throughout the growing period of life 
and at time of birth are subject to 
many influences of illness which af- 
fect the growth of bone or the growth 
of muscular and tendon material. The 
life and growth of the spinal column 
may be likened to the growth of trees 
in a forest. Seldom do we go through 
a forest and find all straight trees. 
Multiple factors may cause spinal 
curvature by upsetting equilibrium 
or the motor system of the back, just 
the same as severe infections in child- 
hood may affect any of the vertebra, 
thereby changing the position of the 
spine or producing some rotary lat- 
eral curvature. Malnutrition is very 
common among children, even with 
those under relatively normal condi- 
tions. Often the results of under- 
feeding or malnutrition affect the 
skeletal growth as well as the loss of 
muscle weight and tonicity. This 
muscle degeneration attached to the 
spinal column during the growing 
period of life brings about a muscle 
imbalance. 
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ONFUSION of medical opinion 

on the witness stand is the root 
of all evil for the industrial commis- 
sioner in back cases. The great list 
of back strains or minor injuries are 
the disabilities where so much con- 
fusion exists in determining what 
percentage of permanent disability 
the patient should have. 


Compensation laws make no reser- 
vation for the employee who should 
go back to work gradually, allowing 
the patient to become hardened by 
slowly returning his muscles to usual 
duties. If there were some provision 
made for the employee to return slow- 
ly, it would do more to reduce malin- 
gering, restore confidence, and cut 
down the percentage of permanent dis- 
ability than many days of massage with 
further medical attention. 

With simple back strains there may 
be injury to soft tissue which could be 
overlooked by a hurried examination. 
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It is bad practice to apply adhesive and 
return some of these patients to work. 
Usually they work a few hours or a 
day, then stop. These cases should 
have rest in bed, and then some sup- 
port to the back. When they are di- 
rected to resume work, it should be 
light employment. 


Many operations are attempted on 
these back cases by surgeons of na- 
tional reputation. Few, if any, oper- 
ated upon will ever return to em- 
ployment, once they have a fusion of 
the vertebrie or any type of major 
operation on the back. Industrial 
commissions have been known to 
recommend some type of fusion 
operation, when it has been demon- 
strated many times that it means a 
permanent total disability and the 
patient taken out of employment. A 
medical authority has statistics in 
1,000 cases, of which only five were 
patients thought advisable for fusion. 
The operation is most always done 
for the subjective symptom of pain. 
It requires six months or a year for 
the patient to recover. Usually, by 
this time he is a chronic invalid, men- 
tally, physically, and morally. 


HE question with our workmen’s 

compensation laws, aggravation 
of a preexisting disease, has been 
worked overtime. It is claimed old 
chronic hypertrophic arthritic backs are 
the cases usually aggravated by some 
form of strain, slip, or lift. When the 
settlement days are over these patients 
always return to work. If they have 
hypertrophic arthritis up and down the 
spine they also have it elsewhere. You 
never hear them complain about other 
joints. 


The doctor cannot determine in these 
cases what disability is due to strain 
or trauma and what is due to disease 
or malingering. Arthritis has been 
there many years. The trauma to his 
back is minor. Why should this type 
of patient have six months temporary 
and a “horsetrader’s” deal of lump- 
sum settlement before the employer is 
released? The patient may have many 
other strains about his body and return 
to work in a few days with no thought 
of permanency. I maintain the em- 
ployee should have a liberal estimate 
in a case of this kind, but no permanent 
should be allowed, because if arthritis 
existed before accident so did the 
pain, 

If these back cases are informed by 
the doctor, upon first examination, that 
the injury is slight, they will be back 
to work in a day, a week, or ten days. 
Many of these patients will return to 
work even before the expiration of the 
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period. Frequent examinations and 
changing periods of disability only 
make a compensaton neurosis which 
finally ends with the gold cure. These 
are malignant diseases from a mental 
standpoint. Excision of a part of the 
growth at one time only forces us to 
return many times later. Set a period 
of disability and hold to it. Sell the 
patient on the diagnosis. 


In my opinion there is only one real 
back condition, and that is lumbago. 
A prominent doctor in a town of 40,000 
population, answering my question of 
how he managed back cases in a plant 
employing 5 to 700 people, said: “I 
usually give them 200 grains of sa- 
licylates the first day, have them rest 
in bed one or two days—then, I tell 
them to go back to work and forget 
their troubles.” This physician does 
not have more than two or three back 
cases a year. He has really solved the 
problem completely in this location. 


HE economic situation of all these 
back cases concerns largely the 
employer or the insurance company. 
Many times claim adjusters find it 
necessary to interview doctors and 
hospitals in reference to their fees. 
Irequently these cases require a great 
deal of patience on the part of physi- 
cians as well as time and attention in 
the physical therapy department, until 
the doctor has finally convinced the 
man that he can go back into employ- 
ment with safety. Naturally, this 
medical attention is expensive, and the 
doctor is of the opinion he should sub- 
mit a bill according to the financial 
standing of the insurance company 
rather than the man’s ability to pay. 
When it is explained to the doctor 
that insurance companies collect pre- 
miums on workmen’s wages, that it is 
unfair to charge on the basis of the 
financial standing of the insurance 
company, but it should be rather on 
the financial standing of the employee 
most physicians will readily arrange 
the bill to suit the type of case treated. 
There is no question but that the ex- 
cessive losses by insurance companies 
on compensation claims undoubtedly 
can be traced to a great extent to ex- 
orbitant doctor and hospital bills, as 
much as to the delay of the workman 
to return to employment if he has the 
slightest pain in his back. It would 
be too bad, if through indifference or 
lack of proper understanding by the 
medical profession, eventually insur- 
ance companies would have to stop 
writing compensation insurance for em- 
ployees. Then all of this business 
would go over to State funds. Natural- 
ly, the medical profession would suffer; 
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the favored political few would get all 
the medical fees, as is so common in 
administration of State laws. 


Many doctors believe they have a 
goose that lays golden eggs. The goose 
may be killed and no more golden eggs 
will be forthcoming. Quite frequently 
we find reputable doctors charging 
more than the occasion demands and 
this same physician frequently will 
show indifference when asked about his 
fee. A doctor in general practice might 
send out $5,000 worth of bills at the 
end of the year, from which he might 
obtain around $3,000 in return. He 
should realize that all bills rendered 
insurance companies are usually paid 
in full and promptly. 


Of course, every case estimation 
should be considered from the stand- 
point of the individual. They are all 
back cases, but each is quite different 
from the other. For a commissioner 
to base an opinion on purely scientific 
facts as set forth by the doctor, with- 
out giving full appraisal to the human 
element attached to the case, would be 
measuring the mechanical functions of 
man as a robot, which is not practical 
and let us hope will never be done. I 
am heartily in favor of adopting a 
method of estimation of disability on 
back cases such as Wisconsin has so 
nicely done by comparing the per- 
centage of loss of use with amputations. 
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SUMMARY 

1. Careful consideration of the 
human element. 

2. Interpretation of medical find- 
ings, i.e., x-ray and arthritic changes, 
by expert roentgenologist. 

3. No back or head case should ever 
be decided by a commissioner or a 
board of arbitration without an im- 
partial experienced traumatic surgeon 
sitting in the conference. 

4. All back cases should be returned 
to employment slowly, i.e., light work 
for a few days or a week; not to be 
given heavy lifting work immediately, 
as this will discourage the employee. 

5. When fusion operations are done 
and the surgeon maintains a cure has 
occurred, the settlement contract 
should not carry a percentage of per- 
manent disability. 

6. The time has come in compensa- 
tion cases when honest doctors should 
have something to say about the final 
rating that these back cases should 
have. 

7. Weak-back individuals should 
never be placed by employers, in work 
where they will be required to carry 
on the duties of a “truck horse,” when 
they are by birth, education, and phy- 
sical development fitted for the duties 
of a “track team.”’ Their muscles and 
ligaments cannot stand the strain of 
heavy lifting without years of physical 
development for this kind of employ- 
ment. 


Multiple Claims and Policy Limits 


By WILBUR E. BENOY 


Formerly Assistant Attorney General of Ohio, and 
co-author of treatise “Insurance Law of Ohio’’. 


N these days the question often 
| presents itself in event of serious 

personal injury, or death, of a 
number of persons arising out of the 
same accident, where the indemity 
is limited, whether or not a casualty 
company is warranted in proceeding 
with settlements and thereby exhaust- 
ing the funds available in preference 
to claimants whose demands cannot 
be settled. 

There is very little authority on the 
subject. , 

The first case of consequence ap- 
pears to be that of Bleimeyer vs. Pub- 
lic Service Mutual Casualty Insurance 
Corporation, 250 N.Y. 264, 165 N.E. 
286, decided in 1929. In this case 
there was insurance upon a public bus 
used for hire, a statute having re- 
quired that such public motor vehicles 
for hire be insured with a 25/5000 
limitation conditioned for the pay- 
ment of judgments arising from the 
operation, maintenance or use there- 
of. The car was involved in an ac- 


cident in which a number of persons 
were killed or injured. Bleimeyer 
brought suit and recovered a judg- 
ment for $10,000, then sued the in- 
surer, alleging in his complaint that 
other claims had been made, none of 
them had been reduced to judgment, 
and that suits were pending unde- 
termined. Plaintiff asked that the 
entire amount of the penalty be paid 
to him, as well as interest and costs, 
which latter payments were to be 
made by reason of the policy pro- 
visions in addition to the policy limits. 
The New York statute provided that 
the insurance money should be “ap- 
portioned ratably among the judg- 
ment creditors according to their re- 
spective judgments.” 
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HE company answered — blei- 

meyer’s suit alleging that Lastro, 
the owner of the motor vehicle in- 
sured, was insolvent; that the $5000 


(Continued on Page 22) 
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THE LIMITATION OF RISKS 


By PROF. DR. ALFRED MANES 


Berlin. 


NE of the most important 
6) manipulations in the business 

of fire, burglary, and other 
property insurances is that of form- 
ing risk units, which are based not 
only on the respective probability of 
loss but quite as much on the finan- 
cial aspect of the risk, the amount in- 
sured. It is quite plain that ten small 
country houses which through being 
vacant during the winter are greatly 
exposed to the danger of robbery and 
contain each ten thousand dollars’ 
worth of furniture, notwithstanding 
the great probability of loss are a 
much smaller risk for an insurance 
company than a single jeweler’s store 
which is guarded day and night but 
represents a value of 100,000 dollars. 


The risk units are formed not only 
according to the probability of loss at- 
taching to the insured property but 
also with regard to the amounts pay- 
able by the company in the event of 
loss. Hence equivalence of the risks 
is the ideal state for a risk unit. 

The means available for effecting 
such equivalence are a primary lim- 
itation of the risk, co-insurance, and 
a secondary one, reinsurance, and the 
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use and application of either of them 
can be best explained by a simple 
practical illustration. 
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DEPARTMENT store valued 

at 4 million dollars is offered to 
fire insurance company A for cover- 
age. The company signifies its will- 
ingness to accept the offer, provided 
the owner will simultaneously con- 
clude fire insurance contracts with 
companies B, C and D, each of the 
four companies to receive one-fourth 
of the total property for coverage. 
This is co-insurance, a sort of asso- 
ciate insurance. A direct contractual 
relation exists between the owner and 
each of the four underwriters and 
sach co-insurer is liable for his own 
proportion of the total risk for his 
own account, there being no manner 
of joint liability on the part of each 
co-insurer for the total amount of in- 
surance. Such co-insurance may be 
entered upon occasionally or on the 
basis of a definite agreement between 
a group of companies, each of which 
is trying to have the others partici- 
pate in every case. 


Noted German Insurance-Scholar 
Gives Views on Reinsurance Prob- 
lems with Special Reference to 
European Practice 


In most cases of co-insurance—at 
least in many countries—it is custom- 
ary for one of the companies to act 
as the managing one by virtue of a 
“leading clause”, with the effect that 
such statements as may be required of 
the,insured need be made only to that 
company which, in turn, properly 
notifies the other co-insurers. Legal 
proceedings, however, would have to 
be brought by the insured against all 
the co-insuring companies. 

Supposing now that each of the co- 
insuring concerns is unwilling or un- 
able to retain for its own account 
more than $100,000 of the million 
dollars assumed, it then endeavors to 
unload its liability for the entire re- 
maining amount of $900,000 by con- 
cluding contracts on its own account 
with other underwriters who are will- 
ing to relieve it of this risk. Such a 
transaction is known as a secondary 


division of the risk or reinsurance. 
These arrangements are not made 


known to the owner of the depart- 
ment store and, as a rule, reinsurance 
transactions generally are made with- 
out informing the insured. Nor does 
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any direct contractual relation exist 
between the reinsuring company and 
the proprietor of the department 
store, the latter being unable to make 
any claim whatever against the for- 
mer. This can be done only by the 
reinsured fire insurance company 
whose legal position with respect to 
the reinsuring company is analogous 
to that of the proprietor of the depart- 
ment store towards the direct fire un- 
derwriter insuring him and who is 
called the principal or first insurer as 
against the reinsurer. 
ee @ ® 

UT the reinsurance company, in 
B its turn, may decide that it will 
not or cannot keep the full $900,000 
assumed from the principal insurer, 
at its own liability, but will be pre- 
pared to carry only half the amount 
for its own account. In that event, 
it may cede a reinsurance which is 
known as retrocession or further re- 
insurance, in this case the second re- 
insurance. And this division of the 
risk into steadily decreasing amounts 
of liability may be continued in the 
same manner, resulting in a_ third 
and fourth reinsurance, and so on. 

As a matter of fact, it is customary 
for risks of very high value to be 
cut up mainly by means of reinsur- 
ance to such an extent that the process 
is actually being referred to as 
“atomizing of risks”. 

The great department store ‘Prin- 
temps” at Paris, valued at more than 
40 million francs, which was de- 
stroyed by fire in the fall of 1921, was 
insured with 91 insurance companies 
which, therefore, acted as co-insur- 
ers. Hardly any one of them is like- 
ly to have retained more than 100,000 
francs for its own account. It can, 
therefore, be easily figured out that 
the 91 principal and direct insurers 
had to be joined by several hundreds 
of reinsurers to raise the full amount 
of indemnity. 

In fact, it is reinsurance that, 
through its ingenious organization, 
renders it possible for the largest 
risks to share in the benefits of insur- 
ance. But for it, the proprietor of a 
big ocean liner worth scores of mil- 
lions with its cargo, or of a large fac- 
tory would have to enter into direct 
negotiations with hundreds of insur- 
ance concerns and possibly even bring 
suit against them. Through the ef- 
fect of reinsurance, however, the 
number of underwriters with whom 
negotiations must be carried on is 
greatly reduced, in fact, only one or 
a very few of them have to be ap- 
proached and they, in turn, take care 
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of the rest with the aid of the second- 
ary division of risks, 

: eee 

T is, therefore, quite hard to tell 

whether reinsurance is of greater 

importance to the individual insur- 
ance companies doing direct business 
or to the whole insurance fraternity, 
or even to the interests of national 
economy. 


In any event, it is through its 
agency that direct insurance business 
is rendered practicable at all, at least 
with regard to the assumption of large 
risks. Reinsurance is not only a 
technical aid to the principal insurer 
but also a commercial one inasmuch 
as its proper application may be the 
means of improving the financial re- 
sults attained by a company. Beyond 
that, however, reinsurance is instru- 
mental in closely binding together 
and mutually interlocking a great 
variety of insurance concerns of all 
branches and in all countries to a 
fairly wonderful degree, and this is 
particularly true of retrocession. In 
the whole sphere of economic activity 
there is hardly a parallel phenomenon 
to the active force and manysided ef- 
fects of reinsurance. 

The relation of reinsurance to di- 
rect insurance may properly be com- 
pared to that existing between the 
production of half-manufactured and 
finished products respectively. In 
either case division of labor results 
in intensifying the process of produc- 
tion, and in either case the manufac- 
turer of the finished product (direct 
insurance) depends for his full effi- 
ciency upon the producer of the half- 
manufactured product (reinsurance ). 

It may be properly said that the 
younger an insurance company is and 
the more its business in force lacks 
proper balance, the more amply 
should it make use of reinsurance to 
forestall what may otherwise prove a 
sudden collapse. .\nd here we have 
another parallel phenomenon to the 
mutual relation between a manufac- 
turer and a direct underwriter: A 
large manufacturing concern, long 
since established and in good stand- 
ing, could never be hit by the fact 
that it is not insured, or not ade- 
quately insured, with anything like 
the disastrous effect that fact would 
have on a recently founded factory 
lacking a regular market for its pro- 
ducts, 

ee @ ® 

OMETIMES the direct insurer 
os and the reinsurer are as closely 
connected as can be imagined. In a 
number of cases the members of their 
hoards of directors and managers are 
identical; the two companies occupy 





the same building and many office 
and other facilities of one are at their 
disposal of the others as well. If, in 
addition to all this, the shares of one 
of the companies are held by the 
other or it is a case of what is known 
as a “one man company”, i. e. the 
shares of the reinsurance company 
are held by the president of the com- 
pany doing direct insurance business, 
tiien the question arises whether this 
may still be called reinsurance or 
whether it is not a different kind of 
enterprise and one regarding which 
we cannot tell whether it is superior 
or inferior to reinsurance. 

In this connection it has to be 
pointed out that part of the reinsurers 
lay stress on being, as far as possible, 
nothing else than reinsurers of other 
enterprises (the system of one of the 
largest companies in the world, the 
Swiss Reinsurance Company at Zur- 
ich) while another part of them make 
a point of obtaining a financial inter- 
est in the concerns reinsured by them 
or, in other words, extending their 
operations beyond the strict reinsur- 
ance business (system of another of 
the largest companies, the Munich Re- 
insurance Company, which financially 
controls scores of enterprises, many 
of them organized or re-organized 
by itself). 

The principal effect of reinsurance 
on the individual direct insurance 
companies is apparent in reduced 
fluctuations of their business results. 
(On the whole body of the insurance 
concerns using reinsurance, however, 
its effect tends to advance the insur- 
ance idea, raising it, figuratively 
speaking, to a higher power ; for, the 
ultimate result, especially of the suc- 
cessive retrocessions of the reinsur- 
ers, is that of joining all the insured 
participating in any insurance in a 
vast community, as it were. 

The question as to whether co-in- 
surance or reinsurance is the superior 
form cannot be answered in a general 
way. Where a property of very high 
value is involved, such as a depart- 
ment store, it may make no difference, 
so far as the ultimate effect is con- 
cerned, whether the coverage was ef- 
fected by a great or small number of 
co-insurers; for, as a matter of fact, 
reinsurance is being largely used by 
the co-insurers, and retrocession by 
the reinsurers, and therefore it is by 
no means improbable that ultimately 
about the same “atomizing” of the 
risk will take place, no matter which 
co-insurers participated in it, espec- 
ially as the number of big reinsurance 
concerns of international importance 
is not very great and they are nearly 
always in touch with one another. 
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Co-insurance, however, does not 
prove practicable in every case and 
quite often it is inadvisable from the 
viewpoints of both the insured and 
the original underwriter. Take, for 
instance, a case where a great num- 
ber of piece goods owned by different 
parties are all on board the same 
steamer and happen to be covered by 
the same transport underwriter. Such 
a situation excludes primary division 
of the risk, leaving only the secondary 
one which the underwriter must ap- 
ply to protect himself from extreme 
hazard by the cumulation of risks on 
board the same steamer. 


MATTER of supreme impor- 

tance in the insurance business 
is the fixing of limits up to which a 
risk may be assumed without ceding 
any part of it. These self-retentions 
or maximum amounts kept by the 
direct insuring company as well as 
each reinsuring company are calcu- 
lated and determined by a special op- 
eration which is sometimes called 
“maximizing” or “maximation”. 

(Quite obviously these limits or self- 
retentions are dependent on a great 
number of different factors. 

As a rule, the longer a company has 
been established and the larger and 
more widely spread its business is, 
the larger may be the amount of lia- 
bility it can safely keep for its own 
account. Its capital and reserves 
have an important bearing on the 
question but the quality of the risk 
must be equally considered. On a 
risk subject to a comparatively low 
probability of loss, such as a steel or 
iron vessel, the underwriter will like- 
ly retain a higher amount for his own 
account than on a ship of wood. The 
fixing and arrangement of the differ- 
ent classes of risks is of prime im- 
portance. F'urthermore, general 
economic conditions may induce a 
raising or lowering of a company’s 
limits of self-retention, but, above 
everything else it is the experience, 
the professional instinct of the under- 
writer that decides the question and, 
after all, outweighs all theoretical 
considerations. 

A numerical illustration will clearly 
demonstrate the necessity that in ad- 
dition to rendering the risks as homo- 
geneous as possible there should be 
uniformity of the amounts insured— 
which, by the way, it is far easier to 
attain—to protect the underwriter’s 
business against the freaks of for- 
tune. Let us assume the probability 
of a certain event insured against 
amounts to 3% (with a correspond- 
ing net premium of 3%) and 50 
pieces of property valued at $1,000 
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each, and another 50 pieces valued at 
$2,000 each had been offered to and 
accepted by the same underwriting 
concern. Then the total net premium 
would amount to 
50 X $1,000 = 50,000 x 3/100 = $1,500 
50 X $2,000 = 100,000 x 3/100 = $3,000 


$4,500 


Now, if the event insured against 
happens exactly according to the as- 
sumed probability, i. e. 3 pieces of 
the class at the higher valuation of 
$2,000—each are destroyed, the in- 
demnity payable for the loss would 
be 3 $2,000 = $6,000—, that is, 
$1,500 in excess of the total premium 
received. If, on the other hand, 3 
pieces of the class at the lower valua- 
tion of $1,000 each are lost during the 
same insurance period the amount 
to be made good would be 3 x $1,000 
= $3,000—, leaving an excess of the 
premium received over the loss, in 
amount of $1,500. But if the insur- 
ance of all the 100 pieces amounted 
to $1,500 each, then the total prem- 
ium received would be $4,500—and 
would balance with the amount of 
loss in either case. This conclusively 
shows the necessity of equivalence of 
the amounts at risk. It cannot be de- 
nied, of course, that the necessity of 
bringing about uniformity of the 
amounts of insurance while protect- 
ing the business of the underwriter 
from payments which are by no 
means improbable, and may even 
prove disastrous to him, still, on the 
other hand, deprives him of many a 
chance to make considerable profits. 
But then it is a fundamental principle 
of the underwriting business that the 
desire for profits must never exceed 
the desire for security. 

The limits of self-retention are 
widely diverging both in the various 
companies and the various branches 
of insurance, and within each branch 
for the different classes of risks. A 
very few figures applying to individ- 
ual German companies may illustrate 
this: While one concern has fixed 
its highest limit of fire insurance at 1 
million Reichsmarks (at the present 
rate of exchange a trifle below $400,- 
000), another keeps only 200,000 
RM. (a little less than $80,000) for 
its own account, and a third one even 
restricts itself to 100,000 RM. (less 
than $40,000). The limits fixed by 
one company on different classes of 
risks are given as 100,000 RM. fora 
steamship built of steel, 40,000 RM. 
(less than $16,000) for a sailing ves- 
sel of iron, and 20,000 RM. (less 
than $8,000) for a wooden sailing 
vessel, 
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But even a concern having ample 
resources to secure its liabilities can- 
not safely afford to adopt excessively 
high limits of self-retention, ignoring 
the rules of actuarial science. Es- 
pecially would it be very dangerous 
for it to double its limits when its re- 
sources had doubled, since such action 
on its part would be contrary to a 
principle of the theory of probabili- 
ties. 
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N this connection it seems very 
I important to answer what has be- 
come a pressing question of great 
actuality especially in the latest phase 
of German insurance history, the 
question whether reinsurance proper 
is really indispensable or whether it 
is possible for a company to do with- 
out it. In other words, whether even 
a very high risk may be assumed by 
it and kept for its own account, pro- 
vided its business in force is of cor- 
respondingly large size. The question 
is undoubtedly to be answered in the 
affirmative—it all depends on what is 
meant by the term “correspondingly” 
and what practical conclusions are 
drawn from it in business. For a 
company having accumulated very 
large reserves, especially for losses 
due to catastrophic happenings, it 
may be feasible to dispense with re- 
insurance. But to do so is to the di- 
rect underwriter what self-insurance 
is to the insured; neither one nor the 
other is advisable save in very excep- 
tional circumstances. 


Mutual Fire Premiums 


ACCORDING TO A COMPILATION 
MADE BY THE NEW YORK JOURNAL OF 
Commerce, the mutual fire insurance 
companies reporting to the New York 
Insurance Department had a_ pre- 
mium volume of $62,472,017 in 1933, 
as compared with $63,230,348 in 
1932, a decrease of 1.2 per cent. 

These figures are particularly in- 
teresting in view of the fact that it is 
estimated that stock fire insurance 
premiums of companies entered in 
New York show a decrease of 9.6 
per cent. The premiums written by 
117 stock companies to the members 
of 47 groups were down 11.8 per 
cent according to the figures of the 
New York Department. It seems 
clear that when final figures are in 
it will be found that the mutual com- 
panies have a larger proportion of 
the total fire business than at any 
time in their history. 














Multiple Claims 
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coverage was a fund for the ratable 
protection of the victims of the cas- 
ualty and asked for an order au- 
thorizing payment of the money into 
court. 

Basing its holding upon the point 
that the statute required ratable ap- 
portionment among the judgment 
creditors, the Court denied Blei- 
meyer’s claim for the whole of the in- 
surance moneys, but held that an ac- 
tion in equity for proportionate divi- 
sion of the funds was maintainable, 
that the Court might direct an inter- 
locutory judgment requiring other 
judgment creditors to prove their 
claims within a stated time, and that 
a reasonable allowance of time might 
be made within which claims in liti- 
gation might be reduced to judgment, 
saying : 

“When the allotted time should have 
elapsed tinal judgment may be rendered 
for the division of the funds among the 
judgment creditors entitled.” 

As to interest, the Court further 
said: 

“The defendant will continue liable, be- 
yond the sum so deposited, for interest 
previously accruing upon the share ulti- 
mately adjudged to be payable to plain- 
tiff. This liability follows *** from 
special provisions of this policy enlarging 
to that extent the measure of recovery. 
The share on which interest is to be com- 
puted, being incapable of ascertainment in 
advance of the final judgment, recovery of 
interest (except as above provided) must 
he correspondingly postponed.” 

This appears to be the only case 
construing a statutory provision pro- 
viding that the insurance moneys 
shall be ratably apportioned. 

The next case coming to our atten- 
tion is that of O’Donnell vs. New 
Amsterdam Casualty Company, 146 
Atl. 770, (R.1. 1929), where the pol- 
icy involved provided for 10/20 limits 
and the statutory provision provided 
that the injured party, after obtain- 
ing judgment, might proceed on the 
judgment in a separate action against 
the insurer. There had been a catas- 
trophe in which several were injured 
or killed by operation of the motor 
vehicle insured. In four cases judg- 
ments had been rendered aggregating 
$55,000 and there were numerous 
other cases pending arising out of the 
same accident which had not been 
brought to trial, but none other than 
the plaintiffs were actively claiming 
any right to share in the indemnity. 
The Court said: 

“The statute does not provide that all of 
the persons injured in any accident shall 
share in the policy pro rata. In effect, the 
statute simply provides for a special fund 
from whch, until it is exhausted, those 
injured can collect damages if the insured 
does not pay. This fund is available to 
those only who prosecute their claims 
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against the insured, secure a judgment, 
and proceed to enforce that judgment 
against the insurer in accordance with the 
established practice respecting judgments 
and executions.” 

However, the authority of the case 
on the point must be questioned in 
view of the fact that the four judg- 
ment claimants had agreed upon a 
distribution of the proceeds of the 
policy and there were no other claim- 
ants to the fund; therefore the Court 
ordered a distribution in accordance 
with the agreement of the parties, 
stating that ‘‘the question of priority 
in distribution does not now arise.” 

ee @ ® 

NOTHER interesting case is 

that of Century Indemnity Com- 
pany vs. Kofsky, 161 Atl. 101 (Conn. 
1932), in which the insurance com- 
pany impleaded the insurance moneys 
into court. There was involved a 
5/10 policy on a car driven by Deloy, 
which collided with one driven by 
Kofsky. Four separate actions were 
brought against Deloy, seeking dam- 
ages in an amount aggregating much 
more than the policy limits. Judg- 
ments were rendered in each of the 
actions and each judgment creditor 
made demands upon the insurance 
company for the payment of the judg- 
ments. Kofsky brought an action 
against the assured and garnisheed 
the insurer and also brought an action 
directly against the insurer. The com- 
pany brought an action in interpleader 
and the question presented was what 
share each judgment creditor was en- 
titled to. The policy itself made pro- 
vision that the company might settle 
and pay any claim asserted, whether 
reduced to judgment or not, and 
“such payment should be counted in 
reduction of the company’s total lia- 
bility on account of such accident, and 
payments so made saggregating the 
full amount of the policy should ex- 
tinguish all liability thereunder to 
said claimant, and all other persons 
on account of such accident.” .\ 
Connecticut statute in force provided 
that upon recovery of a final judg- 
ment against the insured, which judg- 
ment was not satisfied within thirty 
days, the judgment creditor should be 
subrogated to all the rights of the in- 
sured and should have a right of ac- 
tion against the insurer. 

The Court pointed out the possi- 
bilities of the garnishment suit of 
Kofsky against the company, but held 
that since he had not pursued that suit 
to judgment, the garnishment process 
simply amounted to a notice to the 
company to retain any moneys it had 
in its hands due the insured, and since 
his claim in the case on trial was for 
the immediate payment to him of the 





judgments he had secured, within the 
limits of the plaintiff’s obligations 
under the policy, it was not helped 
by the pending garnishment proceed- 
ings. In other words, the Court ap- 
parently held that the garnishment 
procedure was in addition to the 
rights granted by statute to Kofsky 
to proceed directly against the in- 
surer. 

The Court in this case held that 
the company was entitled to be dis- 
charged on payment of the funds into 
Court in an action in equity, and en- 
tered an order for pro rata appor- 
tionment stating: 

“While equity may not seize upon a con- 
troversy merely to apply the maxim that 
equality is equity, when it does have be- 
fore it a proper proceeding in equity, it 
is free to apply that maxim. *** The 
plaintiff has submitted to the Court in a 
proceeding in equity the question of its lia- 
bility to pay to the various defendants th 
amounts due under the policy; justice re- 
quires that they share in equal proportion 
in the sums due under the policy on ac- 
count of the particular kind of injuries 
suffered; and in the circumstances of this 
case that result can be accomplished with- 
out violating any legal principle.” 


HE next case decided in order of 

time is that of Bartlett, Admin- 
istrator, vs. Travelers Insurance Com- 
pany, 167 Atl. 180 (Conn. June, 
1933), in which the policy limits on 
account of one accident were $10,000. 
In the operation of the car, Pankonian 
injured two guests and killed another. 
One case was settled for $1000, of 
which settlement the plaintiff was 
notified. Another was settled for 
$5250. Plaintiff brought suit on the 
death claim and judgment was there- 
after rendered for $10,000. The com- 
pany tendered the , administrator 
$3750 and costs, which tender was re- 
fused and suit brought against the in- 
surer, the insured being financially 
unable to pay any part of the judg- 
ment. The policy extended the right 
of action at law or suit in equity to 
any person recovering a judgment, 
which should not be paid within thirty 
days. The plaintiff brought suit al- 
leging $3750 was an inadequate, un- 
reasonable compensation to the estate 
of his intestate; that the company 
had preferred the other guests over 
the estate of his deceased and had 
voluntarily made an inequitable dis- 
tribution of the fund. The company 
limited its offer of settlement in the 
death claim to $3500. 

The judgment creditor’s proposi- 
tion argued to the Court was stated 
substantially as follows: 

“The general proposition advanced by 
the appeal is that an insurer under a lia- 
bility policy, the coverage of which is lim- 
ited as to amount, may not s<ttle less than 

(Continued on Page 24) 
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Utica Mutual Has Twentieth 
Anniversary 


N ATTRACTIVE sixteen-page 

pamphlet recently issued by the 
Utica Mutual Insurance Company of 
Utica, New York contains the Twen- 
tieth Annual Report of General Man- 
ager John L. Train, supplemented by 
historical and statistical data cover- 
ing the steady growth of this, one of 
the most prominent mutual casualty 
companies in the business, since its 
organization. 


In 1914 the Hart & Crouse Com- 
pany were, as they still are, manu- 
facturers of boilers in Utica, New 
York. Merwin K. Hart, a lawyer by 
profession, interested in the efficient 
conduct of the manufacturing busi- 
ness in which he was interested, be- 
lieved that a practical economy could 
be effected through the organization 
of a mutual casualty company to 
write workmen’s compensation insur- 
ance for employers of that lively 
manufacturing territory, of which 
Utica is more or less the center. The 
New York I-egislature having just 
passed a law permitting the organiza- 
tion of mutual workmen’s compensa- 
tion insurance carriers, Mr. Hart 
called together some eighteen or 
twenty Utica manufacturers and un- 
der his guidance there was organized 
the Utica Mutual Compensation In- 
surance Corporation, which was later 
to be known by the present name of 
Utica Mutual Insurance Company. 
On June Ist, 1914, the New York 
Superintendent of Insurance issued 
a certificate to the new corporation 
authorizing it to transact business. 

Appreciating the desirability of 
putting the active management of the 
new company’s affairs into the hands 
of a man with wide insurance exper- 
ience, the Board of Directors pre- 
vailed upon John L. Train, then 
Assistant Chief Examiner of the New 
York Insurance Department, to re- 
sign his position with the State and 
take over the management and de- 
velopment of the new company. This 
change was effected on April 1st, 
1914 and the best evidence that the 
Board made no mistake lies between 
the covers of the pamphlet setting 
forth the condition of the company at 
the close of its twentieth year of 
business. 

e* 68 ® 
ISTORICALLY, the company 
issued its first policy on July 

Ist, 1914 to the Adirondack Maple 
Company at Lowville, New York, 
since which time over half a million 
other policies have been issued by the 
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company. Some six weeks after the 
first policy was issued, on August 
21st, the company wrote its first com- 
pensation check to the order of John 
Bennett of Utica, New York, for the 
modest sum of $19.22. That was the 
first of more than 786,000 similar 
checks to be issued by the company 
during the following twenty years. 
With precision and regularity, these 
checks have gone out in satisfaction 
of more than 306,000 claims which 





JOHN L. TRAIN 


Twenty Years General Manager of Utica. 











have followed the first one filed by 
an employee of the Clayville Knitting 
Company, Clayville, New York in 
1914. 

Steady and healthy growth in any 
business is pleasing to contemplate. 
While this is the rule rather than the 
exception with companies organized 
on the mutual plan, the experience of 
the Utica Mutual during its twenty 
years in business reflects the especial 
ability of its management. In 1914, 
the year of its organization, it had a 
net premium income of $133,359.00, 
with assets totalling $110,017.00, of 
which $14,073.00 was surplus. The 
chart of its progress shows a steadily 
increasing gain at the end of each 
period. At the end of 1933 in cele- 
bration of its twenty years in busi- 
ness, there is shown a net premium 
income of $3,352,126.00, with assets 
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of $8,547,169.00 and a surplus of 
$1,510,055.00. 

ENERAI. Manager Train in 

closing his Twentieth Annual 
Report, calls attention to an operat- 
ing profit for 1933 in excess of $940,- 
000.00, with an increase of more than 
$100,000.00 in the company’s sur- 
plus and pays tribute to those who 
have been associated with him. “For 
twenty years the spirit of harmony, 
cooperation and mutual helpfulness 
has permeated the relationships of all 
those associated with this organiza- 
tion,” says Mr. Train, “All are en- 
titled to share in the celebration of 
the twenty year record of success 
that has resulted in the building of 
a sound insurance institution capable 
of furnishing real insurance protec- 
tion with efficient service at the low- 
est cost consistent with that type of 
service.” 


Lakewood Wins Fire Contest 


THE WINNER OF THE GRAND AWARD 
IN THE 1933 INTER-CHAMBER FIRE 
Waste Contest is Lakewood, Ohio. 
This announcement was made at a 
meeting of the National Tire Waste 
Council which sponsors the contest 
jointly with the Chamber of Com- 
merce of the United States. 

The list of winners follows: 


Class I--Cities of more than 500,000 
population—Philadelphia. 
Class If—250,000 to 500,000—Provi- 


dence, Rhode Island. 

Class I1T—100,000 to 250,000 popula- 

tion—Hartford, Connecticut. 

Class TV—50,000 to 100,000 popula- 

tion—Lakewood, Ohio. 

Class V—20.000 to 50,000 population 

—Owensboro, Kentucky. 
Class VI—Under 20,000 population— 
Palo Alto, California. 

Lakewood will receive its award 
at the Annual Meeting of the Cham- 
ber of Commerce in Washington in 
May, as having made the best year’s 
record in checking fire waste and in 
promotine fire prevention activities 
in 388 cities in the contest. The 
other winners in the population 
groups also will be presented with 
awards at the same time. 


The 1933 contest made an excep- 
tionally good record in the reduction 
of fire losses, the per capita loss of 
the competing cities having been 
$1.37, the lowest in the history of the 
contest. This represents a saving to 
the 35,000,000 inhabitants of these 
cities of $17,000,000 under the 1932 
figures. Their total loss last year was 
$48,150,429, as against an average of 
$82,925,000 in the five year period 
ending with 1932. 
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Old at Forty? 


(Continued From Page 14) 


If the safety engineers in industry 
are to be a factor in further accident 
reduction and prevention, they must 
direct their attention toward indi- 
vidualization of the accident-prone 
man, and toward eliminating him if 
he is not amenable to instruction and 
education in safe procedures, 

| firmly believe that it is essential 
to study the physical as well as the 
mental make-up of the individual if 
we are to ascertain his capacity to 
assimilate safety teaching. The indi 
vidual with poor reaction time and 
mental incapacity for safe work who 
is allowed entrance into the service is 
a direct liability. 

This field is new and the possibili- 
ties great. We must direct our efforts 
toward devising ways and means of 
obtaining the best results. I believe 
that we must forget the previous cus- 
tom of thinking that a man is old at 
40, and learn to judge his age by his 
efficiency and safety in the work he is 
assigned to. 


Multiple Claims 


(Continued From Page 22) 


all of the multiple claims arising from an 
accident, or, if it does, and the amount 
limited by the policy proves insufficient to 
satisfy both the claims compromised and 
those not settled but, instead, reduced to 
judgement, it is liable upon such judgments 
without being entitled to take into ac- 
count payments made in satisfaction of the 
compromised claims.” 

This contention was answered by 
the Court in the negative, and re- 
solved against the plaintiff on the 
theory that compromise adjustments 
of controversies to avoid litigation 
were favored, that the amounts paid 
in the settlement of the first two 
claims were deductible from the lim- 
ited liability in determining the lia- 
bility to the remaining claimant, and 
that until judgment was obtained the 
claimant had only an inchoate right 
against the insurer under the policy. 


Much stress is placed by the Court 
upon the fact that the plaintiff was 
notified of the previous settlements 
and was afterwards tendered the bal- 
ance of the policy coverage, and upon 
the further fact that an effort toward 
an adjustment with the plaintiff was 
conscientiously and persistently made. 
The Court concludes the opinion as 
tollows: 

“The facts of this case do not appear 
to us to require or justify the adoption 
of a rule that in multiple claim cases an 
insurer may settle claims, although fairly, 
prudently, and in good faith and with due 
regard to other claims, only at the risk 


JouRNAL OF AMERICAN INSURANCE 


of liability, above its policy limit, upon 
demands which it is not able to adjust. The 
necessary consequence of such a holding 
would be to require the reduction of all 
claims to judgment and probably an ap- 
portionment of the insurance coverage. At 
any rate, such a drastic departure from 
prevailing policies and practices should be 
effected, if at all, after a much more com- 
prehensive view of all conflict‘ng consid- 
erations involved, and the light afforded 
by experience than is presented by this or 
any other isolated case.” 
ee 8 ® 


T is, therefore, plainly to be infer- 

red from the foregoing language 
that the decision in this case, and the 
rules announced are upon the peculiar 
facts of the particular case. No case 
has been found in which the insurer, 
during the pendency of other actions, 
or other settlements, has been notified 
by a claimant whose claim has not 
been reduced to judgment, to with- 
hold the funds until liquidation of all 
claims has been satisfied. The statu- 
tory provisions in the several states 
ordinarily provide that action may be 
instituted directly against the insurer 
within a certain limited time after 
final judgment has been rendered 
against the insured, and ordinarily 
make no provision whatsoever as to 
the pro rata distribution to the claim- 
ants whose claims arise out of the 
same accident. The field is a new one 
in which it may be reasonably antic- 
ipated that some further decided 
cases will be soon forthcoming. 


Odd Accidents 


(Continued From Page 16) 


his life for his dog. Awakened by 
the animal’s howling, Brotts saw an 
electric wire had fallen on the dog’s 
chain. When he tried to release the 
dog he was electrocuted. 

What’s a broken leg when there’s 
a four-pound bass at the end of your 
line? Attorney Ralph W. Day, Okla- 
homa City, in the excitement of land- 
ing the fish, fell and broke his leg 
in two places but clung to the rod 
and landed the catch before going to 
the hospital. 


A. J. Ouick, Fairview, Okla., 
scooped up the loose tobacco from 
his pocket and filled his pipe. In the 
tobacco was a .22 caliber rifle cart- 
ridge and when Quick lighted the 
pipe the bullet exploded and pierced 
his eve. 

Had Marlene Dietrich not discard- 
ed her famous trousers she might 
have saved herself several days in 
bed with a slight concussion of the 
head and bruises on her body. She 
was thrown from her horse when her 
skirts got tangled in the stirrups. 





Those were the oddest accidents ot 
1933,—a year which saw the acci- 
dent curve turn upward with the up- 
swing of business. The National 
Safety Council’s preliminary  esti- 
mates indicate that more than 90,000 
Americans met death through acci- 
dent last year and one person out of 
every 13 suffered an injury serious 
enough to keep him away from his 
work at least a day. 


1933 Casualty Figures 


THE 110 stoCK AND MUTUAL COM- 
PANIES AUTHORIZED TO DO BUSINESS 
in New York report assets of $1,068,- 
836,316, a decrease for the year of 
nearly $156,000,000. Their invested 
capital was $109,624,700, a decrease 
of nearly $17,000,000. Surplus 
totaled $151,907,770, a decrease of 
nearly $14,000,000. The only bright 
spot was in premium income which 
had a falling off of $45,000,000 from 
1932 to a total of $580,634,512. The 
decline was substantially less than 
that experienced by the fire compan- 
ies. Another ray of hope was to be 
found in the losses paid which had 
declined nearly $70,000,000 to a total 
of $308,015,405. 


N. F. P. A. Meeting 


THE 38TH ANNUAL MEETING OF 
THE NATIONAL FIRE PROTECTION AS- 
sociation will be held in Atlantic City 
May 14th to 17th. 


The first general session will be 
Monday evening, May 14, but various 
section and other meetings during 
the day will bring many arrivals Mon- 
day morning, and many will spend the 
preceding week-end in Atlantic City. 
In addition to Monday’s Fire Mar- 
shals Section meeting which has a 
program of very general interest, 
there will be a session of the newly 
organized Marine Section, and meet- 
ings of the Insurance Division of the 
American Management Association 
and of the Eastern Section of the 
Railway Fire Protection Association, 
to all of which members are invited. 


Mean Disposition 
Mary had a little car 
She drove in manner deft. 
But every time she signaled right, 
The little car turned left. 
National Motorist. 


Cheerful Joiner 
St. Peter—“And here is your golden 
harp.” 
Newly Arrived American—“*How much 
is the first payment ?"——Pathfinder. 





Pa baa 





TT RUMOR re 








os Tulane MON ate bed 








Be 
re] 
* 
4 
* 


aes trace 




















JouRNAL OF AMERICAN INSURANCE 


“BUNK OF THE MONTH” 








HAT sal to he an suite opinion, with the title, 





"Attorney On 


Mutual Liability’, is the latest emanation from the propaganda mill of the 


"Publicity Committee, Room 953 Insurance Exchange, Chicago, Illinois." 


Why 


an attorney would care to invite the just criticism which must necessarily follow 
when such legally unsubstantiated statements are made, is a puzzling commen- 


tary on human nature. But be that as 
lawyer of Carlsbad, New Mexico, is 
insurance. 


it may, here is what Caswell S. Neal, 
quoted as having said about mutual 
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Attorney on Mutual Liability 

W. SNYDER, of Loving, N. M., who 

carried his fire insurance in western 
mutuals, decided to ask his attorney gl 
an Opinion on the liability he assumed i 
being a —, of these concerns. Cae 
well S. Neal, Carlsbad, N. M., gave 
him a written sania in which he reviewed 
the by-laws of the mutuals and the laws 
applying to them. His conclusion was that 
“to become a member of a mutual insur- 
ance company of any character is bad 
policy as well as bad business.” He ad- 
vised him to cancel his mutual policies at 
once and replace them in stock companies, 
s “you will then have insurance and full 
protection, without assuming any liability 
whatever further than the premium for 
the original premium cost for the insur- 
ance.” Mr. Neal’s opinion, with the names 
of the mutuals deleted, is as follows: 

ee @ ® 


M* dear Mr. Snyder: At your request 
1 I have examined your policy No. 
301541 for $10,000, issued through ——— 
———mutuals. Its terms and conditions 
are about the same as in other fire insur- 
ance policies, except that of course it is a 
mutual policy, and it ts my experience and 
belief that to become a member of a mu- 
tual insurance company of any character 
is bad policy as well as bad business. This 
is particularly true with reference to the 
policy under consideration, for you have 
not only become a member of the 

———Mutuals, a sales organization, but 


have become actively engaged in the fire 


insurance business with the policyholders 
of the three other companies above named. 

The policy contains extracts from the 
by-laws of each of these companies. You 
will notice I say “extracts”. What the 
full by-laws are you have no means of 
knowing from the policy. You might 
write to the three companies to get them, 
and even then the directors might change 
them before you received them. The “ex- 
tracts” of the by-laws contained in the 
policy itself, however, are quite sufficient 
upon which to base the conclusion that I 
have reached, i. e. that you should cancel 
the policy forthwith. 

e 63 

QUOTE from the by-laws 
Mutual. 

“The contingent mutual liability of each 
member of this company for the payment 
of losses and expenses not provided for 
by its cash fund shall be a sum equal to 
and in addition to the cash premium writ- 
ten in his policy.” 

and further: 

“Assessment against this contingent lia- 
bility of its members shall be made by this 
company whenever for any cause the com- 
pany is not possessed of cash funds above 


of the—— 








its reinsurance or premium reserve, suffi- 
cient for the payment of incurred losses 
and expenses.” 

and further: 

“Such assessments shall be in proportion 
to the several Labilities of the members, 
and written notice thereof shall be forth- 
with given to each member liable thereto, 
by mail or personal service, and cach pol- 
icyholder shall be liable to pay his appor- 
tional part of any such assessments made 
by the company in accordance with the 
law and this contract, on account of losses 
and expenses incurred while he was a 
member, providing he is notified of such 
assessment within one year after the ex- 


piration of his policy.” 
ee 8 ® 


HE policy contains provisions and by- 
laws of the other two compan‘es of 
which you are a member, in substance the 
same as those above quoted. In other 
words, you and the policyholders of each 
of these companies have formed an agree- 
ment to carry your own insurance, and 
to assess yourselves to pay the tire losses 
of the other partners, and they yours. In 
this connection it is interesting to note 
that the three companies involved in the 
policy each agree to pay oxe-third of the 
loss. If one of them fails your insurance 
is reduced by one-third but your liability 
as a co-insurer of the other two companies 
remains the same, as well as your liability 
to the creditors of the failing company. 
One who becomes a member of a mutual 
insurance company simply enters into a 
form of partnership in which he shares 
in the profits, if business is good, by re- 
ceiving cheap insurance, but in which he 
at all times runs the hazard and risk of 
assessment after assessment on his policy 
if losses incur rapidly, making additional 
funds necessary. If the insolvent mem- 
bers fail and have fire losses his solvent 
co-partners must pay. You are engaged 
in a dual business. You are in the insur- 
ance business as well as being insured. 


LL insurance companies must have 

losses. Who must pay these losses? 
If you are in a mutual company, you must 
help pay them. The heavier the losses the 
more you must pay. You do not know 
with whom you are engaged in business. 
You do not select your partner. He may 
be unscrupulous. He may be insolvent. 
He may even commit arson and you must 
pay his losses. You are not only liable 
for the fire losses of your co-partners, but 
for the expense of the operation of the 
mutual concern,—officers’ salaries, rents 
incident 


and expenses of every character 
to the business. 
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If your mutual company should go broke 
and a receiver should be appointed for. it 
you would be liable for the costs of the 
receivership, as well as the debts of the 
company. An assessment could be ordered 
by the courts to pay the debts. Of course 
the solvent members would have to pay. 
The greater the number of insolvent pol- 
icyholders, the greater the assessment 
against the solvent ones. Many courts 
hold that each member of such mutual 
concern is liable for its debts. 

e ee ® 

ANY arguments in addition to the 

above might be presented to show 
why mutual insurance, though cheap in 
times of prosperity, is a serious liability in 
times of depression. A good business man 
would not think of entering into a partner- 
ship to engage in business with a man 
about whom he knows nothing, yet that 
is exactly, in effect, what one does when 
one becomes a policyholder in a mutual 
insurance company. 

You are engaged in the business of 
writing insurance on yourself and your 
co-partners, You do not know them, their 
integrity or their financial ability, and even 
their names are unknown to you. Yet 
they are your partners. You, with them, 
are liable for your joint losses. If they 
can’t pay, you must. There appears to be 
no limit to the assessments which may be 
made. Again, the officers who run the 
company are unkown to you, and yet they 
are handling your business. They per- 
haps organized the company. It pays them 
high salaries and liberal expense accounts, 
but they are not your partners. They are 
simply your servants, having selected 
themselves at large salaries to be such. In 
the event of failure of the company they 
are not liable as a partner, as you are, 
and yet, as a partner in the company, you 
are liable for their acts and omissions. 

ee @ ® 


HE whole result of mutual insurance 
is simply this: You pay your insurance 
premium to a mutual company to insure 
your property. You become a co-partner 
with the others. When you do you 
gamble that the insurance business of this 
company is going to be profitable. You 
take a chance of having a loss of your 
own property insured, without being paid 
therefore, and of being assessed to pay 
the losses of the other members and the 
salaries and expenses of the company. 
Suppose you should have a fire tomorrow 
and all your property insured should burn. 
How would you collect the money if a 
voluntary settlement was not made? You 
perhaps reply, ‘why, I would sue them.’ 
Suppose you did. You serve them with 
process. They fail to answer. You take 
judgment. How are you going to collect 
it? They have no property in the state. 
You reply, ‘why, I would then sue on the 
judgment in Minnesota.’ Suppose you 
did, and you obtained judgment there. 
Suppose the cash reserve of the company 
was depleted. The officers would simply 
say,—‘we have no money and the policy- 
holders won't pay their assessments.’ The 
only remedy is to sue the policyholders to 
collect their assessments. They live all 
over the United States. The cost would 
be prohibitive. 
e* e@ ® 
HE officers might refuse to make an 
assessment. No penalty is provided 
for their failure to do so. You might go 
into court in Minnesota and by mandamus 
proceedings compel them to do so, and 
even then, if the policyholders refuse to 
pay, you would still have unending litiga- 
tion. The whole plan of mutual insurance 
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is based upon the false premise that the 
policyholders will pay their assessments. 
Of course many won’t and many can’t. 
This makes your protection hazardous. 
There is no way to protect yourself against 
present liability, however you may do so 
against future liability. I suggest that you 
take the following steps at once. The 
policy provides : 

“This policy shall be cancelled at any 
time at the request of the insured.” 

I suggest that you forthwith write the 
company, by registered mail, notifying 
them of the cancellation of the policy on 
your part and requesting the return of the 
unearned premium. 

I would then take out insurance in one 
or more stock insurance companies. You 
will then have insurance and full protec- 
tion, without assuming any liability what- 
ever further than the original premium 
cost for the insurance. 

Respectfully, 
CASWELL S. NEAL. 
ee @ @ 

FTIR reading all this we feel 

that Mr. Snyder deserves a let- 
ter which contains some accurate in- 
formation about the question in hand 
and so we begin: 

Dear Mr. Snyder: You are doubt- 
less aware that the letter you re- 
ceived from Attorney Caswell 5S. 
Neal of Carlsbad, New Mexico, giv- 
ing his opinion of mutual insurance 
policies has been widely circulated 
throughout the United States. If this 
were a private letter, of course we 
would not be justified in making com- 
ment upon it. [ut the “Publicity 
Committee, Room 953, Insurance 
Ixchange, Chicago, Illinois,” (back- 
ers undisclosed) has taken up the 
matter and is selling your correspond- 
ence at so much per hundred to stock 
insurance agents, and companies, who 
are in turn supplying this material to 
newspapers and house organs. In 
short, your name is being used, along 
with that of Attorney Neal, in a way 
which couples you with some of the 
ost amusing misstatements of legal 
lore ever given to public gaze in 
America, 

We imagine, Mr. Snyder, that you 
do not know much if anything about 
this enterprise. You doubtless asked 
for an opinion, just by way of busi- 
ness caution, and having obtained it 
from one whom you regarded as a 
qualified adviser, the incident has been 
forgotten. sut, since the opinion 
you received has been seized upon by 
the stock insurance boys as a suitable 
handful of dust to throw in the eyes 
of prospective policyholders, you will 
doubtless be amazed by the resulting 
reaction, and finally, we believe, will 
he filled with a sense of disappoint- 
ment that the counsel you engaged 
has given you such ill-considered ad- 
vice. 

Or to be charitable to the attorney, 
he may have prepared this opinion in 
a hurry and for some reason not 
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deemed it necessary to look up any 
insurance law as it relates to mutual 
policyholders’ rights, obligations and 
privileges. You will note that he 
cites no cases supporting his conclu- 
sions and any lawyer who omits doing 
this can, in this day and age, hardly 
be allowed much standing in court. 
Some of the keenest attorneys are in 
small towns, but we surmise that the 
Bar Association of Carlsbad, New 
Mexico, does not feel that Attorney 
Neal’s pronouncement on mutual in- 
surance adds any luster to American 
jurisprudence. 
ee @ @® 

AKING up the quotations from 

the mutual companies by-laws, 
for instance; the main feature of 
these paragraphs has evidently es- 
caped the lawyer—which is that any 
possible assessment could not exceed 
once the amount of the premium 
named in the policy. This being true, 
the most of the rest of his arguments 
fall completely flat, and if he cares 
to go to his library and look up the 
case of Union Insurance Company v. 
Hoge, 21 Howard 35, he will find 
that the Supreme Court of the United 
States has once and for all put a 
judicial quietus on the stock-com- 
pany-inspired notion that assessments 
cannot be limited, 

Also what attorney, versed in in- 
surance law, would find himself mak- 
ing the following bald statement : 

“In other words, you and the policy- 
holders of each of these companies have 
formed an agreement to carry your own 
insurance. To assess yourselves to pay the 
fire losses of the other partners, and they 
yours—one who becomes a member of a 
mutual insurance company simply enters 
into a form of partnership in which he 
shares in the profits, if business is good, by 
receiving cheap insurance, but in which 
he at all times runs the hazard and risk 
of assessment after assessment on his 
policy if losses incur rapidly, making ad- 
ditional sums necessary. If the msolvent 
members fail and have fire losses his sol- 
vent co-partners must pay.” 

Now, all this was not uttered in the 
presence of any court, but we should 
like to carry it in these pages to the 
court of good conscience, and inquire 
where, in the name of common sense, 
the idea ever came from that mutual 
insurance policyholders are “co-part- 
ners.” 

On the contrary, mutual companies 
are in fact corporations, and as much 
so as any stock company. Definitely 
by every test in practical business, 
and in law, they are not partnerships. 
(See Alvord v. Barker, 107 Iowa 143, 
77 N.W. 868). Their charters are 
granted by State law as are other cor- 
porations, they are subject to corpora- 
tion laws and to the general and spec- 
ial insurance laws. The strictest of 
supervision is exercised over mutual 








companies by the insurance depart- 
ments of every State. Since a mutual 
corporation is a distinct entity, the 
relationship of the policyholder is 
with the corporation and not with 
other policyholders. Thus the policy- 
holder has no partnership status or 
liability. In his contract his obliga- 
tions are clearly stated and all the 
premium he can ever be called upon 
to pay is definitely fixed and is posi- 
tively limited. 
eee 


GAIN ignoring the fact that the 
Fe es by-laws definitely 
fix the amount of the liability, At- 
torney Neal makes the statement that : 
“many courts hold that each member 
of such mutual concern is liable for 
its debts”. He might just as well 
have gone the full length and copied 
the rest of a certain portion of the 
propaganda sheet entitled “A Short 
Study of Mutual Insurance”, put out 
probably by the Publicity Committee, 
which at least makes a show of citing 
cases to support its argument. To 
be entirely fair, we invite the reader 
to run his eye along the following 
list: Commonwealth v. Massachu- 
setts Mutual Fire Ins. Co., 112 Mass. 
116; North American Mutual Life 
Insurance Co. v. Powell, 71 N.C. 
389; Sterling v. Mercantile Mutual 
Ins. Co., 32 Pa. St. 75; Corey v. 
Sherman, 96 Ia. 114; Alliance Mu- 
tual Ins. Co. v. Swift, 10 Cushing 
433. From a legal standpoint the 
looking up of these cases is a mere 
waste of time, since none of them con- 
tain the slightest proof that a mutual 
policyholder is liable for the com- 
pany’s debts; but these citations are 
continually given in “A Short Study”, 
which is quite evidently the inspira- 
tion of the points named in the Neal 
opinion. It may be mentioned in 
passing that these cases are all quite 
ancient and even if they were in 
point (which they are not) they 
would be entirely inapplicable to 
present day conditions because of 
changes in statutes and different 
methods of company operation. Af- 
ter all, it is no wonder that a lawyer 
would prefer to leave them out. 


The opinion also follows closely 
the “Short Study” pamphlet when 
the statement is made intimating that ; 
“in the event of failure of the com- 
pany they (referring to the officers 
of the company) are not liable as a 
partner as you are, and yet as a part- 
ner in the company, you are liable 
for their acts and omissions.” If 
there are any cases to bear out this 
contention we have been unable to 
find them in the course of years of 
exhaustive research, but we have 
found opinion holding exactly the op- 
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posite. As for instance in Alvord v. 
Barker, cited above, it was held that 
while the officers of a mutual com- 
pany (as in any other corporation) 
might be held liable as partners for 
their illegal acts, it was ridiculous to 
argue that the members could be so 
held. It will be of no use for the 
lawyer to look again in the pamphlet 
and copy down references to Stock- 
ley v. Hartley, 12 Pa. Superior Ct. 
628, or Lycoming Fire Ins. Co. v. 
Newcombe, 1 Leg. Chr. Pa. 9, 4 Leg. 
Gaz. 409, or Trenton Mutual L. & F. 
Co. v. McKelway, fo N.Y. Eq. £53. 
for they are even farther from the 
mark than the other group of cita- 
tions mentioned above. 
eo e@ @® 

ROBABLY just by way of add- 

ing a little spice, the Neal opin- 
ion, in commenting on how a policy- 
holder could collect in case of a loss, 
says: 

“The officers would simply say—we have 
no money and the policyholders won't 
pay their assessments. The only remedy 
is to sue the policyholders to collect their 
assessments. They live all over the United 
States. The cost would be prohibitive.” 

Along with this misstatement the 
stock proponent finds it convenient 
to omit saying that, should a stock in- 
surance company likewise find itself 
in the position of having no funds, 
the loss claimants among the policy- 
holders would be completely out of 
luck. We suspect also the attorney 
knows that the legal procedure in 
winding up insolvent companies is 
quite as well hedged about with pro- 
tections for the public, whether the 
case be mutual or stock. While we 
are on this point allow us to direct 
attention to the fact that only twenty- 
five per cent of the stock insurance 
companies in all the history of the 
business have survived, while nearly 
60% of the mutuals are still going 
strong. Many of the mutuals are over 
one hundred years old and the ones 
about which Attorney Neal speaks, 
in relation to policy number 301541, 
have been in existence for a quarter 
of acentury. In that time they have 
returned some forty million dollars 
to policyholders (not to stockholders) 
by way of dividends. No assessment 
has ever been made and the com- 
panies by all financial standards are 
tiptop for strength and reliability. By 
way of direct comparison, Mr. Sny- 
der, you might ask your stock insur- 
ance agent how many of the stock 
companies, formerly licensed to do 
business in your part of the country, 
have given up the ghost within the 
last four years. The result will be 
startling, but educational. 
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Finally, Mr. Snyder, if you had 
seen fit to be a bit suspicious of your 
attorney’s advice, and had instituted 
some inquiry of your own, you would 
have found that you were in most 
excellent company as a mutual pol- 
icyholder. For, throughout — the 
United States, the mutuals serve the 
largest and best known corporations, 
both public and private, as well as 
home owners, automobile owners, 
merchants, states and municipalities. 
There could be no better recommen- 
dation of the soundness of mutual 
management, and the superior service 
given, than an enumeration of those 
who year after year take out mutual 
policies after the most painstaking 
investigation of the entire insurance 
field. 

e @ ® 


FE close with a question ad- 

dressed to the agents of stock 
companies in general as to whether, 
all things considered, it is worth 
while to buy, at so much per copy, 
from the “Publicity Committee, 
Room 953 Insurance Exchange, Chi- 
cago, Illinois” pamphlets that are so 
palpably unfair, inaccurate and 
downright misinforming as the leaflet 
entitled “Attorney on Mutual Lia- 
bility.’ The business public is en- 
titled to know the truth, and unless 
your arguments are sound your prog- 
ress cannot be in any other direction 
than backward. 


Mutuals Bother Brokers 


THE INSURANCE ADVOCATE OF NEW 
YORK DEVOTES A PAGE TO THE GEN- 
eral Brokers’ Association of the Met- 
ropolitan District, in which the fol- 
lowing item appears: 


“In one of the items reporting the 
recent Agents’ Convention in Louis- 
ville, appears the statement of one of 
the delegates expressing ‘the hope that 
companies would assist the agent meet- 
ing mutual competition.’ He said an 
outstanding advertising agency would 
render its services to those interested 
for $1.00. 


“Will somebody please page that ad- 
vertising agency? On behalf of the 
entire brokerage fraternity we hereby 
agree to double the bid of the agents, 
if it will, in its wisdom, show us suf- 
fering brokers just how to hold on to 
some of those automobile lines that 
are going to those half a page news- 
paper advertising mutuals.” 


eee 
Arson by Agent 
MOST FIRE INSURANCE COMPANIES 
WILL BE INTERESTED IN A RECENT 


decision to the effect that if a repre- 
sentative of the assured is guilty of 
arson at the assured’s premises the 
policies are void, 
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The issue grew out of a suit of 
Theodore Sternberg against the 
American Constitution Fire Assur- 
ance Corporation of New York, the 
Merchants Fire Assurance Corpora- 
tion of New York and the Badger 
Mutual Fire Insurance Company of 
Milwaukee. Judge F. A. Geiger of 
the United States District Court at 
Milwaukee granted the companies’ 
motion for dismissal of the suit. 


Sternberg owned a hotel which he 
did not operate as such for a period 
of more than ten days and neglected 
to secure a vacancy permit. Mean- 
while, the lessee had moved and the 
assured sent his son, to occupy the 
premises for one night, but to do no 
housekeeping. The son was subse- 
quently held guilty of having caused 
the fire. 

The unoccupancy of the hotel, un- 
der the circumstances, was sufficient 
to void the policies, the Court held: 
and the further circumstance that the 
son as the assured’s representative 
caused the fire also voided the poli- 
cies. 
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Safety Record 


A FINE EXAMPLE OF WHAT CAN BE 
ACCOMPLISHED THROUGH CONSISTENT 
and thorough safety work has been 
given by the Continental Baking 
Company, which operates bakeries in 
many of the leading cities throughout 
the country. It is issuing silver safe- 
ty first medals to more than 1,400 of 
its drivers who have gone two years 
without a chargeable accident. In 
that period each driver has driven 
approximately 27,000 miles, equal to 
a trip around the world. All told, the 
safety first honor men have covered 
about 37,486,000 miles. 


The Continental started safety first 
work in its bakeries five years ago, 
and two years ago initiated a five- 
educational Acci- 
dents in which company employees 


year campaign. 


were involved have been curtailed 
over forty percent in the past two 
years, Officials state, and a whole- 


hearted spirit of cooperation in the 
safety work has been built among the 
officers and personnel. 





The Journal of American Insurance will 
bring you authoritative articles on a variety 


of subjects every month . . . $2.50 per year. 








Above Policy Limit 

THE UNITED STATES CIRCUIT COURT 
OF APPEALS FOR THE SIXTH CIRCUIT 
has held that a company may under 
its filed policy of liability insurance 
become liable for the entire amount 
of a judgment recovered against the 
assured, even though that amount 
greatly exceeds the liability named 
in the policy, where it reserved to 
itself the right to settle or defend ac- 
tions brought against the insured and 
it has failed to exercise good faith in 
its conduct of negotiations for the 
settlement of a claim against the in- 
sured. The decision was in the case 
of Noshey v. American Automobile, 
reported at 68 Fed. (2d) 808. | 

The court, after citing the leading 
authorities, concluded that the com- 
pany’s liability in such case could not 
be based on any theory of negligence 
in accepting or refusing an offer of a 
compromise settlement. Nor can its 
liability be based on any theory of an 
implied contract to effect the settle- 
ment. The rule is that the company 
must act in good faith toward the in- 
sured in its effort to negotiate a set- 
tlement of a claim against him, and 
that it would, by failing to act hon- 
estly and in good faith toward the in- 
sured, become liable for a judgment 
against the latter even in excess of 
the policy limit. 

In the instant case it was alleged 
that for several months the company 
could have settled within the policy 
limits, but did not do so despite re- 
quesis by the insured; that later, be- 
fore trial, the company’s adjuster con- 
ceded that a recovery would be had 
far in excess of the company’s lia- 
bility; that while the company was 
willing to pay the full coverage, the 
insured was advised to put his prop- 
erty beyond reach of an anticipated 
judgment; that while the company’s 
agent urged the insured to make the 
best settlement he could, request by 
the insured for a writing releasing 
him from the policy obligations not to 
make any settlement, and for an 
acknowledgment by the company of 
its liability to the extent of the policy 
coverage were ignored. 

It was held that a declaration al- 
leging these facts was sufficient to 
show a cause of action in the insured 
against the company for the amount 
of the full judgment secured against 
the insured, even though that amount 
exceeded the policy limit. 
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“I saved $25 last year on 
my Automobile Insurance” 


“You mean by changing to 
a MUTUAL Company?... 


I did that ten 


years ago!”’ 








ANY CAR OWNER interested in reducing 
costs will find it worth while to inquire 
into mutual insurance. 

He will find available to him strong legal 
reserve mutual companies, which have 
returned a substantial dividend to policy- 
holders every year of their corporate 
existence. 

He will find that the mutual plan of in- 
surance is older than any other — that 
over a million car owners are mutually 
protected — that in other forms of casu- 
alty risks such as workmen’s compensa- 
tion, mutual companies are protecting 
thousands of the leading corporations of 
the country. 


How a Mutual Company Saves Money 
for Policyholders 


The fundamental aim of mutual insurance 
in all of the 182 years of its existence 
has been to reduce the cost of the insur- 
ance by reducing the losses. This comes 
about largely through careful selection of 
risks—through doing everything possible 
to help policyholders avoid accidents. 
Economy of operation contributes also to 
this result. 

Whatever saving a mutual company effects 
is passed on to policyholders. There are no 
stockholders. 


A Selected Group of Companies 
to Choose From 


The member companies of the National 
Association of Mutual Casualty Companies 
simplify the matter of selection for any car 
owner or employer interested in mutual sav- 
ing and protection. There are 22 companies 
in this group—acknowledged leaders. Assets 
of Association Companies total over 106 
million dollars. In the past ten years they 
have saved and returned to policyholders 
$107,994,478. 


Add to Your Insurance Knowledge 


A valuable booklet will be sent free on 
request. In 24 pages the fundamental princi- 
ples of insurance are outlined—the different 
types of insurance explained. Names and ad- 
dresses of Association Companies are includ- 
ed—their methods of operation made clear. 





Look for This Seal... 


When you buy mutual 





insurance — except life 
insurance—look for this 
seal. Any company priv- 
ileged to use it is a mem- 
ber of The American 
Mutual Alliance. It is a 
symbol of stability and 
strength, 











MUTUAL CASUALTY INSURANCE 


Sound and economical protection on the following risks: accident © automobile (all forms) + burglary 
and theft « fidelity + liability (all forms) « plate glass « property damage * workmen's compensation 


WRITE FOR THIS BOOKLET 
National Ass’n of Mutual Casualty Companies, 
230 North Michigan Avenue, Chicago, IIL. 

Kindly send me your booklet giving names 
of Association companies, and an outline of the 
benefits they offer. 
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Name 
Street 
City . 
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RETAIL HARDWARE MUTUAL FIRE INSURANCE CO. 
of MINNESOTA 
MINNEAPOLIS, MINNESOTA 
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HARDWARE DEALERS MUTUAL FIRE INSURANCE CO. 
STEVENS POINT, WISCONSIN 


SERVICE OFFICES 








Atlanta, Ga. Indianapolis, Ind. Portland, Ore. 
Boston, Mass. Los Angeles, Calif. St. Paul, Minn. 
Chicago, Ill. Milwaukee, Wis. San Francisco, Calif. 
: ene nae re Dallas, Texas Minneapolis, Minn. Stevens Point, Wis. 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE CO. Detroit, Mich. Newark, N. J. Toronto, Ont. 
OWATONNA, MINNESOTA Duluth, Minn. Owatonna, Minn. Winnipeg, Man. 


FEDERAL HARDWARE & IMPLEMENT MUTUALS 


RETAIL HARDWARE MUTUAL FIRE INSURANCE CO. OF MINNESOTA, MINNEAPOLIS, MINN. 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 





























REINSURANCE.«: 


TWENTY-FIRST ANNUAL STATEMENT 


Security Mutual Casualty Company 


CHICAGO, ILLINOIS 
December Thirty-first 1933 











@ 
Assets 

Bonds & Stocks (Valuations on N. Y. Insurance Dept. Basis) $7,885,919.49 
Real Estate LI ee. ube <4 | .00 
Accrued Interest on Investments........ . 106,854.57 
Cash in Banks and Offices 112,997.54 
Premiums not over 90 days due 199, 667.29 
Reinsurance Recoverable 5,722.40 

Deposit with Workmen's Compensation Board, 
Province of Manitoba 516.35 
$8,311,678.64 

Liabilities 
Net Special Reserve for all Liabilities $2,074,093.22 
Unearned Premiums | 642,612.74 
Commissions due on policies effective after October Ist 8,690.02 
Reserve for Taxes and Expenses 16,338.84 
“Contingency Reserve 734,776.49 
Voluntary Reserve oe ae 1 ,985,167.33 
II 55:2<-snisns soadionedaioer oak naar ae pate wca _ 2,850,000.00 
$8,.311,678.64 
a * gency R ve, representing difference between value carried in assets 
and actual December 31, 1933 market quotations on all bonds and stocks owned. 


REINSURANCE UNDERWRITING MANAGERS 


EXCESS UNDERWRITERS, Inc. 


J. P. Gibson, Jr., General Manager 
90 JOHN STREET NEW YORK 
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